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ABSTRACT 
Rural Micr o financin g remain s ver y challengin g an d i n developin g countrie s i t i s 
generally weak,  despit e th e effort s o f differen t donors , Government s an d Privat e 
investors t o improv e it . However , importan t lesson s ar e emergin g from  thes e 
experiences tha t provide usefu l guideline s o n how t o expan d an d mak e mor e effectiv e 
the provision o f rura l financial services . 
Globally th e evidence s an d argument s sugges t tha t microfmanc e intervention s ma y 
increase incomes, contribute to individual and household livelihood security , and chang e 
social relations for the better 
EARDP -  Communit y Initiatives i n Patand i villag e Arumeru Distric t Arush a Region 
implements micr o credi t an d povert y alleviatio n programs tha t suppor t smal l scal e 
entrepreneurs. Th e organization has highlighte d the importanc e o f considering capacity 
strengthening o f rural micro - financ e se t up . Majo r outcome s o f the projec t involve d 
establishment o f jo b functions , procedure s fo r loa n tracking , grant s contrac t from 
McKnight, reviewed loan portfolio, book of accounts an d financial  procedure s a s well a s 
launching of V I C O B A groups . 
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EXECUTIVE SUMMARY : 
This projec t pape r i s abou t enhancin g th e capacit y o f a  smal l an d ne w micr o lendin g 
scheme i n Patandi Village , Arumer u District in Arusha Region. E A R D P -  Community 
Initiatives i s a n organizatio n whic h operates i n Arumeru District since it s inceptio n in 
2003, mai n activitie s bein g trainin g an d accessin g smal l loan s t o entrepreneur s i n 
Patandi village and neighbourhoods. T o date more than 50 0 loans have been delivered to 
community members . 
The targe t communit y include s women , me n an d yout h residin g a t Patand i Villag e i n 
Arumeru District , Arush a Region . Mos t o f thes e resident s depen d o n agr o base d 
businesses and resides i n remote areas where many services are limited . 
Community needs assessment done within the project are a highlighted the main problem 
associated t o thi s communit y bein g inadequat e micr o lendin g service s provide d b y 
EARDP -  C I an d othe r institutions . I n Arumer u District , most o f th e Micr o financ e 
institutions ar e small , ne w an d lac k enoug h capacit y t o operat e effectivel y an d 
efficiently. A  grea t dea l o f capacity buildin g is require d t o brin g the m t o th e leve l a t 
which the y ca n operate with large outreach , qualit y services an d profitabl e operations . 
Although effort s toward s establishmen t o f rural lendin g scheme s hav e bee n take n b y 
E A R D P -  Communit y Initiatives yet it ha s not been able to adequately satisf y the needs 
of it s clients. 
IX 
The mai n goa l o f th e projec t i s t o contribut e toward s organizationa l developmen t o f 
EARDP -  Community Initiatives a s a  rural micro lending program. Specifi c objective s 
were t o hav e institutionall y strengthened capacity o f the organizatio n i n micro lending 
programs a s well as increasing access of poor in micro lending services. 
Most o f th e activitie s planne d t o mak e sur e th e abov e objective s ar e achieve d wer e 
accomplished. In the cas e of institutional capacity strengthening a  training program wa s 
instituted t o mak e sur e that staf f an d board member s ar e wel l equippe d wit h necessar y 
skills for better performance . 
Detailed analysi s o f th e organizatio n performanc e wa s don e an d client s wer e 
interviewed t o ge t clarification s o n differen t issue s tha t wer e observed . Despit e othe r 
problems, EARD P -  C I progra m ha s prove d t o b e a  successfu l rura l micr o lendin g 
scheme i n the pas t three years . Ther e i s a  grea t potentia l fo r becomin g a  reliabl e an d 
among the best micro-lending programs i n future . 
Recommendations fo r portfoli o management , financia l management an d fun d raising , 
were give n an d capacit y strengthenin g pla n wa s develope d tha t wil l b e use d b y 
organization to improve its performance . 
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CHAPTER ONE 
1.0 COMMUNIT Y PROFILE 
1.1 Geographica l Location 
Arumeru i s one of the six districts in Arusha Region; other districts are Ngorongoro, 
Arumeru, Monduli , Karatu , Arusha and the newl y established Longido district . It is 
bordered by Mondul i t o the nort h and west, t o the eas t by Kilimanjaro Regio n and 
central part o f the distric t is bordered to the Arush a District . Th e big portion of the 
district is in rura l remote area, one of the densely populated district in Arusha region, 
located betwee n latitud e 36.5 ° an d 37.5 ° eas t of Greenwich Meridia n an d between 
longitude 3.5° and 3.7° South of Equator. The district has a total area of 2,966 square 
kilometers, covering about 3.6 % of Arusha region whose total area i s 82,428 squar e 
kilometers. (Source: Tanzania  census in Government website 2002) 
The project i s located at Arumeru District; initia l activities are carried out at Patandi 
Village an d neighborin g villages . Thi s projec t resulte d fro m th e need s tha t wer e 
identified b y organizatio n immediately after establishmen t o f the credi t fun d fro m 
members ow n contributions . Patand i villag e i s a n activ e plac e an d a  lo t o f 
entrepreneurial activitie s are conducted in this village . Th e village i s surrounded by 
large coffee an d flower farms, tourists ' hotels , and mining area in - Mererani . There 
is a big market taking place twice every week (Wednesday and Saturday) and people 
do come from  differen t place s i n Arusha fo r buying and sellin g purposes. Busines s 
transactions ar e there, but due to the lack of MFIs around entrepreneurs ha d no place 
to ge t a  required access t o information , skills, capita l to boost thei r businesses an d 
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many othe r important services required . Therefor e establishmen t of this organizatio n 
was highly appreciated with the community around . 
Fig.l Ma p of Arusha showing location of Arumeru District 
1.1.1 Administrativ e uni t 
Administratively Arumer u Distric t i s divide d int o 6  division , 3 7 ward s an d 144 
villages as shown in the table below. 
Table 1 : Administrativ e units in Arumeru distric t 
Names Of Divisions Number Of Wards Number Of Villages 
1. Poll 8 34 
2. Moshono 6 21 
3. Enaboishu 8 31 
4. King'ori 6 21 
5. Mukulat 6 14 
6. Mbuguni 3 23 
Total 37 144 
Source: Tanzania  national website (2003) 
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1.1.2 Climat e an d altitude 
Arumeru distric t is situated i n the Norther n - East part of Tanzania. I t lie s between 
800 meter s an d 4,50 0 meter s abov e th e se a level . Th e amoun t o f rainfal l varie s 
between 50 0 m m i n lowland s an d 1,50 0 m m i n highland s pe r annum , an d 
temperatures ranging from below 16° c to 28° c per annum, depending on the year. 
Table 2: Climatic factors in Arumeru district 
Rains: 
Annual 500- 1,500m m 
Short rains October - Decembe r 
Long rains March - Jun e 
Temperature: 6-30 Celsius 
Evaporation per year: 150-200m m 
Source: Conservation agriculture case study (2006) 
1.1.3 Populatio n dynamics 
The Unite d Republi c of Tanzania population and housing census o f 2002 indicate s 
that Arumeru has a total population of 514,651 whereby 251,687 (49%) are male and 
262,964 (51% ) ar e female . Th e averag e siz e o f th e househol d i s 4. 4 peopl e an d 
majority o f families have low income and poor. Mean per capita household monthly 
income in nominal terms is Tsh 17,902, and minimum distance to bank i s 16. 7 kms. 
(Household budget survey 2000/1). 
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Table 3: Populatio n of selected wards where EARDP-CI lenders resides. 
Ward Male Female Total Hh/ward Average 
size /Hh 
1 Kikatiti 6,556 6,624 13,180 2,743 4.8 
6 Kikwe 5,070 4,756 9,826 2,165 4.5 
7 Maji ya Chai 9,601 9,627 19,228 4,138 4.6 
8 Usa-River 8,382 8,565 16,947 4,264 4.0 
9 Nkoaranga 6,463 6,875 13,338 2,881 4.6 
11 Poli 4,393 4,266 8,659 1,866 4.6 
12 Singisi 4,234 4,431 6,665 1,893 4.6 
13 Akheri 6,175 6,068 12,243 2,741 4.5 
(Source: Tanzania  census 2002) 
1.1.4 Ethni c and religious groups 
Arumeru i s compose d o f thre e ethni c groups , whic h ar e Maasai , Waarush a an d 
Wameru. Th e three group s hav e stron g culture that insist s on high leve l o f moral 
standards, huma n respect an d dignity . Mos t of these populations are Christian s an d 
there is a rapid growth of Muslim community. 
1.1.5 Economi c activities 
According to Arumeru district office records , arable farming and dairy husbandry are 
the main economic activities for the majorit y rural residents. Arumer u i s known as 
coffee banan a zone , where more than 90% of the people are engaged i n agriculture 
producing bot h foo d an d cash crops . Mos t farmers ' practice s rai n -  fe d cropping, 
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while few settlers owning flower and vegetable farms unde r irrigation farming. Other 
economic activitie s involv e trading o f goods betwee n Keny a and Tanzania , touris m 
and mining industries (mainl y Tanzanite). Th e gross domestic produc t (GDP ) fo r the 
district is Tshs. 2,787,500,000 wit h a per capita l income of Tshs. 64,716 pe r annum . 
(Source: Arumeru District profile 2002). 
Other economi c activitie s include : wag e employmen t an d individua l smal l 
businesses as it is shown in the figure below; 
Figure 2: Majo r Occupation 
Source: Survey findings, Arumeru district 2006. 
1.1.6 Market s 
There ar e severa l urba n market s in Ngaramtoni, Oldonyosambu , Kisongo , Tengeru, 
USA River , Maj i y a Chai, Kikatit i and Kilimanjaro International Airport . Most of the 
food crops produced i s sold in one of the open weekly markets which operate at least 
everyday i n different location . Other cas h crop s lik e coffee , flower s an d vegetables 
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from th e large-scal e farm s ar e sol d an d markete d throug h privat e buyer s o r 
cooperatives. (Source: Daldo Arumeru District 2005). 
Most o f the perishabl e crop s ar e sol d a t very low price due t o poor quality , lack of 
knowledge i n storage and processing has bee n a  big drawback t o th e rura l farming 
community of Arumeru. Infrastructures i s also among the biggest problem like in any 
other poo r country in the world , this has resulte d to low food security, weak market 
linkages and increased bargaining power to middleman. 
Table 4: Differen t post harvesting prices. 
Crop Selling Price 
Immediately after harvest Later o n toward s 
planting season 
Maize Tshs. 10,000 - 12,00 0 per 100kg Tshs. 18,00 0 -  30,000 per 
100kg 
Lab lab Tshs. 40,000 - 50,00 0 per 120kg Tshs. 100,000 per 120kg 
(Source: Conservation agriculture case study 2006) 
1.1.7 Basi c infrastructure and communication 
In Arumeru, like mos t of rural areas in Tanzania it has mostl y rough roads an d few 
tarmac roads , whic h results t o poor access t o the villages and lots of difficulties for 
farmers t o market thei r produces. Hire d tractors , ox-cart , donkeys , pick-up, trucks / 
Lorries, bicycles , handcart s an d wheelbarrow s ar e th e mos t commo n form s o f 
transport use d by farmers durin g harvest. Mos t farmers d o not own machinery in the 
rural areas due to low returns obtained from the agriculture production. 
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1.1.8 Socia l Services 
In compariso n t o othe r district s i n Arush a Region , Arumeru distric t seem s t o b e 
fairly developed in terms of social services. 
1.1.9 Acces s to Educatio n 
There exist s abou t 16 4 pr e an d primar y school s ou t o f whic h 14 5 belon g t o th e 
government whil e 1 9 are privately owned. 
The public primary schools have populatio n of 110,60 2 pupil s with 2,02 2 teachers . 
The number of pupils in a classroom stands at 78, exceeding the Government standard 
of 45 pupils by more tha n 70 % equivalent to the teacher : pupil ratio of 1:54 , whic h 
brought ver y negatively th e qualit y of education offered . (Source  Arumeru District 
Council: 2005). 
Currently ther e ar e 4 3 Secondar y school s i n the distric t (26 publi c and 1 7 private 
owned), whereby 25 schools were constructed throug h community contributions and 
later handed over to the government for administration purposes. 
The Distric t run s Adul t Educatio n Programme wit h tota l o f 16 7 Adul t Education 
centers, havin g tota l enrolmen t o f 55,02 9 (mal e 24,44 6 an d femal e 30,583) . 
According t o Populatio n and Housin g Census o f 2002, literacy rates for males and 
females are 75% and 70% respectively. 
1.1.10 Acces s to Health Services 
Arumeru district has three (3) referral hospitals two of which, are privately owned and 
one belong s t o th e public . Other healt h facilitie s include six (6 ) healt h center s 79 
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dispensaries (34 public ones, 9  owned by Institutions, 30 owned by NGOs and 6 are 
privately owned). In addition, there are 5 4 Mother and Child Healt h (MCH) Clinic s 
which provide services throughout the district. 
Like most places in Tanzania the condition of health facilities an d services rendered 
are generall y low. However, the availability o f medicines and drug s has improve d 
greatly with the introduction of cost sharing and health insurance. 
1.1.11 Acces s to Water 
It is estimated that the District have a total of 92 water points supplying clean and safe 
water to 318,445 people which is equivalent to 61.9% of the district population. There 
are 8 4 gravity schemes , 4  shor t borehole s 1 3 deep boreholes , 6  dams, 1 0 water 
charcos and more than 1 8 rainwater harvesting tanks. In addition, there are 44 water 
users fund s totalin g to Tshs. 55,000,000/= , whic h i s administered by water user s 
Committee responsibl e for organizing the operation an d maintenanc e o f the wate r 
supply systems. 
1.1.12 Access to Food 
The foo d situatio n in the distric t varies depending on the year . For year 2005-7 the 
food situation was generally fair. However, the 2003 / 2004 cropping season was very 
negatively affected by bad weather condition , which resulted into food shortage . For 
example, maize production amounted to only 25% of the expecte d leve l whil e only 
10% of beans production was realized. For the 2003 / 2004 season shortage of grains 
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amounted t o 56,39 6 metri c ton s while  tha t of pulses summe d up t o 18,81 8 metric 
tons. A s a resul t o f this shortage , th e marke t price s o f maize shor t u p from  Tshs . 
2,000/= to Tshs. 5,000/= per 20 kg tin while that of beans increased from Tshs. 5,000 
to 12,000/= for the same volume. Abou t 71,485 people from 14,29 7 households were 
seriously affecte d b y hunger an d they wer e assiste d b y getting relie f ai d maize of 
about 6,86 0 tons , an d 2000 tons of pulses fro m th e government . (Arumeru  District 
Council: 2005). 
1.1.13 Beliefs, customs and habits 
The major tribe in Patandi village is Meru and Maasai / Waarusha, who have similar 
perception i n cultur e an d taboos . Thi s wa s conclude d in regard t o element s lik e 
clothing, eating habits, respect an d recreation. These traditional and customs portray 
both positive and negative effects t o the community members bot h women, men and 
children. Tradition s lik e Femal e Genital  Mutilatio n (FGM) , earl y marriages , mal e 
domination in decision-making, ownership over resources, alcoholis m were regarded 
as outdate d an d th e genera l feelin g is that they shoul d be abandone d o r abolished. 
They creat e gende r gap , wome n subordinatio n and retarde d development . O n the 
other hand traditional and culture such as cooperation, generation groups emphasized 
to be maintained by the community. When looking at reality women are contributing 
about 75 % o f productiv e wor k i n th e coffe e farms , dair y husbandry , foo d cro p 
production and many others. Me n are not responsible for taking care of their families 
and waiting to spend what has been obtained from women hands. 
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Dependency syndrome -  this can be mainly due chiefdom leadership system as well as 
Ujamaa mentality , wher e th e member s o f society were no t require d t o questio n th e 
ruling syste m that was not considerin g the agree d rule s and regulations . Majorit y of 
people ar e no t innovativ e an d d o no t wan t t o wor k and fin d ou t solution s t o thei r 
problems. Otherwise the community members i f well facilitated they are had working 
and good survivors. 
1.2 Organizatio n Profile 
1.2.1. Profil e o f th e hos t organizatio n "Enterpris e an d Rura l Developmen t -
Community Initiatives" (EARDP - CI). 
Enterprise and Rural Development -  Initiatives is a not fo r profit Non Governmental 
Organization (NGO) based i n Arumeru District Arusha Region, this organization was 
formed initiall y b y seve n wome n i n 199 6 an d registere d o n th e 23 r d Octobe r 200 1 
(registration number: 130605) . 
1.2.2 EARD P - CI Vision statement: 
Rural communities fully participate and contribute in sustainable livelihoo d programs. 
1.2.3 Missio n statement: I n partnershi p wit h others EARD P -  C I wil l promot e 
participation o f rura l communitie s i n sustainabl e livelihoo d activitie s (agriculture , 
environmental conservation and health care) through credit intervention. 
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1.2.4 Goal s and objectives 
The overall project goal is to improve the economic and social status of women, men 
and youth in Patandi village. Th e project aims at strengthenin g th e capacit y of the 
community throug h economi c empowermen t o f female , mal e an d youn g 
entrepreneurs' activitie s by providing them with loans for small businesses. 
The objectives are: 
i i . T o organize , suppor t an d encourag e developmen t project s wit h incom e 
generating activities for the rural community members wit h specia l emphasis 
to women and dis-advantaged girls. 
iii . T o strengthen the capacity of organization 
iv. T o organize groups of women entrepreneurs 
v. T o conduct training in group formation and leadership 
vi. T o conduct business management and gender training to women group 
vii. T o promote new income generating ideas 
viii. T o provide business advisory services 
ix. T o provide small credits to small scale women entrepreneurs 
x. T o build up a sustainable micro-finance system for the rural settings. 
1.2.5 Structur e of the Organization . 
EARDP -  CI is governed by the Boar d o f Directors comprising o f eleven members 
and the management i s run by employed staff led by the Executive Director. Currently 
the organizatio n ha s fou r staff , an d al l ar e women . Th e staf f comprise s o f th e 
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Executive Director , Progra m Manager , Credi t Officer , an d logistic s officer . Whe n 
there i s high pressure o f work the organizatio n hir e par t time staf f fo r a  particular 
activity (more detailed structure see annex 3). 
1.2.6 Location : 
EARDP -  CI is located i n Patandi Village , Arumer u District in Arusha Region just 
opposite t o the marke t ope n space , P. O Box 176 Duluti. Mobil e +255 754 426389 / 
+255 754 507346; email eardp_ci@yahoo.com. Contact Person Executive Director or 
Credit Office r 
1.2.7 Funding : 
EARDP -  CI has receive d fundin g fro m Dutc h Oak Foundation o f the Netherland s 
and McKnigh t Foundatio n o f th e USA . Currently i t i s onl y McKnigh t tha t ha s 
extended it s suppor t fo r the nex t two years. The organization is currently mobilizin g 
funds fo r sustainability purposes. 
The organizatio n has a  plan to diversif y sources o f funds throug h fundraisin g bot h 
internal an d externa l an d searc h informatio n fo r potentia l donor s an d writ e 
programme /  project proposal s t o different donor s fo r organizational and programm e 
sustainability purposes . EARD P -  C I staff an d volunteer s wil l continu e t o develo p 
project proposa l tha t are deman d drive n and responding to loca l realitie s to address 
critical communit y needs an d issues . CE D student participated full y i n developing 
McKnight proposal that secured fundin g in April 2007 . Other proposals an d concep t 
papers were developed for future fundin g from different sources . 
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1.3 Communit y Needs Assessment 
The author and EARDP - C I facilitated a need assessment of EARDP - C I that was 
carried in the end of 2005. 
1.3.1 Communit y needs assessment 
Community need assessment was conducted at Patandi village . Main concern was to 
establish the needs of EARDP - C I and find out find means of improving the services 
provided by the micro lending scheme to Patandi community. 
Research methods used during Community needs assessment were: 
1. SWO T analysis of EARDP - C I for its endeavors t o provide loans. 
2. Organizationa l Capacity Assessment (OCA ) wa s carried at organization level 
to identify the gaps that need to be filled within EARDP - CI. 
3. Surve y whereby the main tool used was Questionnaire 
1.3.2. SWO T analysis 
SWOT analysi s provides informatio n that is helpful in matching the firms resource s 
and capabilitie s to the competitive environmen t i n which it operates. As such i t i s 
instrumental in strategy formulation and selection. 
SWOT stands for Strengths, Weaknesses , Opportunit y and Threats. Thi s is a strategic 
planning too l use d t o evaluate th e strength, weaknesses , opportunitie s an d threats 
involved in a project o r business. It can be used with conjunction with other tools for 
auditing and analysis o f organization. I t can be basic straigh t forwar d mode l that 
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provides directio n and serv e a s a  basis fo r th e developmen t o f market pla n i n any 
business or organization. 
Strength an d weaknesses are considere d interna l factor s tha t can be controlle d with 
organization itself , whil e Opportunitie s an d threat s ar e considere d t o b e externa l 
factors with little control from the organization. 
For EARD P -  C I the SWO T analysi s wa s don e throug h interview s an d literatur e 
review. These allowed the researcher with assistance of EARDP -  CI staff to com e up 
with SWOT analysis matrix as indicated in table 5. 
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Table 5: SWO T analysis - fo r EARDP - CI lending scheme: 
Strengths: 
1. Loan portfolio: 
• Th e Number o f loans i s increasing 
(from 5  loans in 2003, to 597 loan s 
at the end of 2006). 
• Loa n repayments rate is high (90% 
and 98 % in individua l and grou p 
loans respectively). 
• Ther e i s a n increas e i n capita l 
investment (starte d wit h 1.2 m in 
2003 - 15 m in December 2006). 
• Goo d retention o f clients 
• Increasin g numbe r o f profitabl e 
income generating activitie s 
Opportunities 
• EARD P -  C I receives Volunteer s 
from time to time 
• Th e strategi c pla n o f th e 
organization i s in line with policies 
on Micr o financ e institution s an d 
millennium developmen t goal s 
(MDGs), Nationa l strateg y fo r 
growth an d reductio n o f povert y 
(NSGRP). 
• Existenc e o f donors i n the area of 
Micro financ e 
• Vicinit y to Urban area where there 
Weaknesses 
• Insufficien t monitorin g of credit 
• Loa n disbursemen t procedure s ar e 
not followed 
• In-adequat e skills for staff 
• N o staff training program 
• Insufficien t financia l managemen t 
skills among EARDP-CI staf f 
• Inadequat e entrepreneurshi p skill s 
among the clients 
• Jo b descriptio n no t clearl y 
explained. 
• Lac k of fundraising strategy 
Threats 
• EARD P -  C I is the only Rural MF I 
NGO i n Arumeru Distric t based in 
rural set up. 
• Competition s wit h othe r MF I 
institutions offerin g lo w interes t 
rates 
• Mixin g u p of business training and 
loan provision. 
• Unreliabl e MFI donor s 
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are significan t numbe r o f micr o 
finance institutions . 
• Recen t emphasis an d support o f the 
Government o n strengthened MFI 
services especially the SACCO S 
• Th e area is potential fo r diversified 
income generating activities 
1.3.3 Organizatio n capacity assessment: 
Organizational capacit y assessmen t i s a tool that guid e a n organization throug h a 
capacity self assessment process. The tool allows the facilitator to lead discussion and 
asks follo w u p question s dependin g o n answers receive d fro m eac h question . I t 
involves representatives , personne l managers , an d board members . Thi s too l has 
seven issues that were analyzed as it follows: 
i . Governance : Looks at the provision of leadership an d direction to a n 
organization 
ii . Managemen t Practices : Analyze s th e mechanism s intende d t o co-
ordinate the activities and facilitate processes within an organization. 
ii i . Huma n Resources : Look s a t th e availabilit y an d welfar e o f 
management, staff , members , volunteers , communities , founder s and 
board member s wh o have th e skills , motivatio n an d opportunity t o 
contribute to an organization. 
iv. Financia l Resources : Discusses abou t resource s require d t o purchas e 
goods an d services neede d t o conduct an organization's affairs , recor d 
17 
and accoun t fo r financia l transaction s an d monito r an d repor t o n it s 
financial status . It involves adequate resources an d necessary cash flow , 
a diverse resource base and long-term plans for meeting resource needs. 
v. Servic e Delivery : Analyze s programme s an d service s carrie d ou t b y 
NGOs that are appropriate, cost-effective and of high quality. 
vi. Externa l relations : Involves programmes an d service s carrie d out by 
NGOs that are appropriate, cost-effective and of high quality. 
vii. Sustainability : I n thi s aspec t th e long-te m continuatio n o f a n 
organization, programm e o r projec t wa s analyzed . Identifie s an d 
measures th e extent to which loca l partners o f an NGO wil l continue to 
pursue and support the objectives after a  project is over and involves the 
continuation of programmes, institutions and funding. 
Each o f the abov e component s emphasize s o n importanc e fo r survival , succes s of 
organization, it s urgency , resourc e availability , a s wel l a s huma n resourc e 
management. 
In th e cas e o f EARD P -  CI this too l wa s used to ge t clea r understanding fro m th e 
management an d staff on different issues that were raised during SWOT analysis. The 
process was so interesting and participatory as organization itself was ful l involve d to 
analyze their performance in the organization 
Issues lik e financia l inventor y control , Progra m benefi t sustainability , Impac t 
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assessment, Supervisor y practices , staf f roles , Progra m reporting , administratio n 
procedures, knowledg e management had rated a s weak and hence needs immediately 
action. Most of these issues showed up in SWOT and hence verifies the weak areas of 
organization. 
It was good opportunity fo r both for the whole team to learn in depth th e weaknesses 
and get the true picture of their organization. The tool allowed them to set priorities as 
for what problems needs more attention . 
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Table 6: Score s and Percentages of OCA component s o f EARDP-C I 
Sub - componen t % strength priority Responsible 
A. G O V E R N A N C E 
1.Board 73% M M 
2. Vision/Missio n 62% M M 
3. Beneficiaries 63% M M E A R D P - CI 
4. Leadership 78% L H C E D studen t 
5. Legal status 83% S L 
B, M A N A G E M E N T 
PRACTICES 
1. Organization structure 70% M E A R D P - C I 
2. Knowledge Management 50% W H E A R D P - C I 
3.Administrative procedure s 33% W C E D studen t 
4.Personnel (see C . Human 
resources outsourcing 
5. Planning 75% M E A R D P - C I 
6.programme developmen t 67% M E A R D P - C I 
7. Programme reportin g 57% W H C E D studen t 
C H U M A N RESOURCE S 
1. Human resource developmen t 60% M M 
2. Staf f roles 56% W H C E D studen t 
3. Work organization 80% S M 
4. Diversity issues 87% M H E A R D P - C I 
5.Supervisory practices 50% W M 
6.Salary benefit s 78% M L 
D F INANCIA L RESOURCE S 
1. Accounting 67% M C E D studen t 
2. Budgeting 67% M M E A R D P - C I 
3. Financial / Inventory control 56% W 
H C E D / E A R D P -
H c i 
4.Financial reporting 78% M C E D / E A R D P - C I 
5. Equipment 100% S L E A R D P - C I 
E SERVIC E D E L I V E R Y 
1. Sectoral expertise 83% s L 
2. Beneficiaries ownership 59% M H E A R D P - C I 
3. Outpu t 83% S L 
4. Impact assessment 33% w M 
F. E X T E R N A L RELATION S 
1. Beneficiaries relations 89% S M 
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2.Inter- NGO collaboration 83% S L 
3.Government collaboration 100% S L 
4. Donor collaboration 100% s L 
5.Public relations 78% M M 
6. Private sector 67% M M 
G. SUSTAINABILIT Y 
L 
LProgramme/Beneifit 
sustainability 60% W 
2.Organization sustainability 83% S EARDP- CI 
3.Financial sustainability 
78% M H 
E A R D P - CI / 
Beneficiaries 
Strength: 
2005-
2007 
2007-
0% to 60% = Weak (W) 200 8 
61 % to 79%- Medium (M) 2009 -
80% t o 100%= Strong (S) 201 0 
The outcome o f OCA highlighted the followin g a s areas of high priority: Programme 
Development, progra m reporting , Supervisor y practices, Staf f roles , Accounting and 
financial management issues. 
There were similaritie s between SWO T and OCA findings . The weaknesses obtained 
in SWO T analysi s ar e quit e relate d t o th e score s fro m OC A which show s tha t 
leadership strengthenin g i s o f hig h priority . Th e issu e o f reporting , staf f roles , 
financial reporting , an d beneficiaries ' ownershi p fo r sustainabilit y purpose s ar e 
highlighted both in OCA and SWOT analysis. 
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1.4. Researc h Methods 
1.4.1 Introductio n 
Research metho d use d wa s survey . Th e surve y desig n focuse d o n the method s o f 
collecting informatio n from  th e communit y throug h Participator y Rura l Appraisa l 
(PRA) an d interviewing of selected group s an d individuals. Mos t of the respondents 
had literac y skills an d thus were provide d with questionnaires t o fill.  Thi s exercise 
was conducte d wit h th e vie w o f collectin g the relevan t data , whic h explai n how 
EARDP -  CI facilitate the community to access the MFI services. 
1.4.2 Researc h instruments 
Several data collection methods were used in this study. The research tools used were 
based on: 
• Acceptabilit y by different users 
• Tim e limitations 
• Resource s to be used 
• Flexibilit y and reliability 
• Th e knowledge and education levels for both interviewers and interviewee 
The instruments use d include: 
1.4.2.1 Intervie w with key informants 
Interview wit h ke y informant s o f EARD P -  C I and activ e client s wa s don e usin g 
prepared checklists . Thi s metho d wa s use d i n orde r t o understan d th e people' s 
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underlying motivations and attitudes an d to document thei r reasons fo r their actions 
and their understanding of issues. 
1.4.2.2. Revie w of official record s and documents: 
Document stud y an d perusa l o f other officia l document s i n the EARDP -  CI was 
carried ou t durin g the first  week of the study . The documents studie d included; the 
project document , quarterl y reports , assessmen t reports , financial  report s an d loa n 
disbursement procedures . Indee d a  lo t of information wa s gathered fro m thes e 
documents'. 
1.4.2.3 Focu s group discussion and other PRA methods 
Several session s o f PRA method s wer e conducte d mainl y with th e clients (target 
group). Th e metho d wa s very instrumenta l t o reveal th e qualitative information , 
especially those related too the how and why aspects of the project. Care was taken in 
order to ensure tha t groups wer e homogenous as possible as to create a favourable 
environment for participants to air out their views. 
1.4.2.4 Th e questionnaire 
Another metho d use d wa s a  questionnaire . Befor e bein g administered , th e 
questionnaire wa s pre-tested . Thi s mad e i t possibl e t o mak e th e necessar y 
adjustments. 
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1.4.2.5 Direc t observation: 
In orde r t o counterchec k th e informatio n provide d b y th e stakeholders , direc t 
observation wer e made . Th e advantage s o f observation method ar e tw o -  fold , i t 
provides a direct information about behavior of individuals and groups, and permit the 
researcher to understand th e actual situation / context, provide good opportunities for 
identifying unanticipated outcomes and catch issues as, exist in natural, unstructured, 
and flexibl e settings. 
The informatio n collected was analyze d using computerized Statistical package fo r 
Social Scienc e (SPSS), interpretatio n of data was done and hence the finding s were 
used to prepare this project report. 
1.4.3 Sampl e selection 
Sampling procedure was random, stratified and very purposive in some cases. In this 
case 71 clients out of 291 client s from 200 5 - 7  were sampled. Clients were picked 
from th e loan data base. Th e questionnaires were distributed to selected individuals 
living i n Patandi Village aiming at providing information on levels of satisfaction in 
regard to the MF I service s from EARDP -  CI. Th e questions were planned to reveal 
all the research questions regarding EARDP -  CI lending scheme. 
1.4.4 Reliabilit y an d validity of research instruments. 
Reliability an d validit y o f informatio n provide d wer e measure d b y comparin g 
information obtaine d from  respondent s an d discussion s wit h individua l members . 
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Similarly, th e physica l observatio n metho d use d ascertaine d th e validit y an d 
reliability o f the responses . B y directly observing the operation s an d activities , the 
researcher develope d a holistic perspective, i.e. an understanding of the context within 
which the project operates . 
1.4.5 Surve y administration 
The surve y wa s administere d b y researche r ( a studen t o f Master s o f Scienc e in 
Community Economi c Development) . EARDP-C I staf f assiste d i n conductin g 
interviews and collection of data. Data were analyzed by the researcher wit h assistan t 
of a  volunteer who was working with EARDP - CI . This activity was done from April 
to May 2006. 
1.5 Dat a analysis Findings an d Discussion 
The surve y provide d som e informatio n from  client s tha t contribut e i n lo w 
performance o f EARDP -  C I in her day to day activities. I t answers the solution for 
the problem s an d suggest s th e way s o f improvin g the micr o lendin g activities 
conducted b y EARDP-CI . I n thi s cas e it s onl y questionnair e tha t wer e use d t o 
interview clients who have been accessing loans and entrepreneurial assistanc e from 
EARDP -  CI . 
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1.5.1 Finding s from the Respondents 
1.5.1.1 Se x of the respondents 
Out of 71 clients interviewed females were 47 (66.2%) and male 24 (33.8%) (Figure 
1), 53 (75%) out o f them were married , 9 (13% singles, 6 (8.0%) separate d an d 3 
(4.0%) were widowed (Figure 1) 
Figure 3: Se x of the respondents. 
(Source: Own  Survey 2006) 
1.5.1.2 Marita l status of the respondents 
Seventy five percen t 5 3 (75%) of the respondent s wer e married, while 9(13%) were 
single, 6(8%) were separated, and 3(4.2%) were widowed. 
Figure 4: Marita l Status of respondents 
(Source: Own Survey 2006) 
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1.5.1.3 Educatio n 
Majority o f respondents were Primar y school leavers 46 (66%), while 1 9 (27%) had 
secondary education, 2 (3%) adult education, 2 (3%) above secondary education and 1 
(1%) informal education (Figure 3) 
Figure 5 : Educatio n leve l of respondents: 
(Source: Own survey 2006) 
1.5.1.4 Typ e of businesses of respondents 
There i s existence o f different type s o f businesses amon g th e respondents . Thos e 
selling vegetable s wer e 1 8 (25.7%), seller s of grains 1 5 (21.4%), owner s o f retail 
shops were 1 3 (18.6%) second hand clothes 3 (4.3%), eggs and cooking oil 3 (4.3%) , 
food vendor s 3  (4.3%), fish  and sardines 2  (2.9%), owners o f pool tabl e 2  (2.9%), 
tailoring 1 (1.4%) , other businesses 1 0 (14.3%) (Tabl e 4) 
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Table 7: Type of business of respondents 
Type of Business Number Percentage 
Selling Vegetable 18 25.7 
Selling Grains 15 21.4 
Retail shop 13 18.6 
Second hand clothes 3 4.3 
Eggs and cooking oil 3 4.3 
Food vendors 3 4.3 
Fish and sardine 2 2.9 
Pool table 2 2.9 
Tailoring 1 1.4 
Others business 10 14.3 
Total 70 100 
(Source: Own Survey 2006). 
1,5.1.5 Duratio n of clients in business 
Majority o f respondents have been doing small businesses fo r five years 31 (43.7%), 
14 (19.7%) have been in business for more than five years, 1 2 (16.9%) have been in 
business for two to three years, 5 (7.0%) not more than two years, and 8 (11.3%) not 
more than six months. 
1.5.1.6 Source s of information about EARDP - CI loan portfolio 
Most clients obtained information about credit from friends 33 (46.5%) , 21 (29.6%) 
from EARDP-C I office , 1 4 (19.7%) from their neighbours, and 3 (4.2%) from family 
members. Abou t 50 (71.4%) found the organizatio n efficiency t o be very good, 1 2 
(17.1%) good, 6 (8.6%) fair, and 2 (2.9%) bad (Table 5). 
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Table 8: Sourc e of information abou t EARDP -  CI loan 
Source of Information Frequency Percentage 
Friends 33 46.5 
EARDP -  CI 21 29.6 
Neighbors 14 19.7 
Family member 3 4.2 
Total 71 100 
(Source: Own  Survey  2006) 
1.5.1.7 Frequenc y of loan accessed 
28 (43.8%) of respondents have accessed loans only once, 20 (31.3%) have accessed 
loans twice , 1 1 (17.2%) three times , 2 (3.1%) fou r times. 3 (4.7% ) fiv e time s and 
above. 
Figure 6: Frequenc y of loan access by respondents 
(Source: Own  Survey  2006) 
1.5.1.8 Typ e of loan accessed 
43 (64.2%) have accessed credits through groups, 21 (31.3%) as individuals while 4 
of th e respondent s have not accessed any loan. 
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1.5.1.9 Amoun t of loan acquired per person 
46 (69.7% ) hav e bee n accessin g loan s from  Ts h 50,000 -  250,000 ; 1 0 (15.2%) 
between 251,00 0 - 500,000; 5 (7.6%) had loans between 501,00 0 and 1,000,000m 
while 5 (7.6%) have loans between 1001,00 0 and 2,000,000m. The highest loan was 
2m accessed by only five respondents. 
1.5.1.10 Repayment s trend 
47 (88.7%) of respondents di d not have problems with repayments whil e 5 (9.4 %) 
agreed to have difficulties i n repayments, 1 9 (26%) did not respond. Clients admitted 
that they don't have problems with repayments i f they could access loans without a lot 
of inconveniences. 
1.5.1.11 Follow-u p training needs 
27 (39.7%) of respondents neede d more advice on capital investments and business 
management, 2 2 (32.4%) neede d bi g loans of above 2  million Tshs , 1 6 (23.5%) 
needed to have savings services, while 2 (2.9%) were comfortable with the curren t 
services. (Table 8) 
Table 9: Follow-u p training needs 
Need Frequency Percentage 
Advice on capital investment and Business management 27 39.7 
Big loan above > Tshs 2000000 22 32.4 
Saving Services 16 23.5 
Comfortable with current services 2 2.9 
(Source: Own survey 2006) 
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1.5.1.12 Readines s to contribute savings 
56 (80% ) of the respondent s ar e ready to contribute and participate in raisin g the 
capital investmen t of the organization , whilel O (14.3% ) are not ready and 4 (5.7%) 
are not sure of what they want to do. (Table 7) 
Table 10: Readines s to contribute savings 
Readiness to Contribute 
Savings 
Frequency Percentage 
Ready 56 80 
Not yet ready 10 14.3 
Not sure 4 5.7 
Total 70 100 
(Source: Own  survey 2006) 
1.5.1.13 Th e unique characteristics of EARDP - CI 
41 (66.1% ) agree d tha t EARDP-C I ha s unique characteristic s compare d to other 
lending organizations , 15 (24.2%) are not sure, and 6 (9.7%) the y did not see an y 
advantage or uniqueness (Table 9). 
Table 11: Uniqu e characteristics of EARDP - CI 
Unique Characteristics of 
EARDP-CI 
Frequency Percentage 
Unique characteristics 41 66.1 
Not sure 15 24.2 
Do not see uniqueness 6 9.7 
Total 71 100 
(Source: Own  survey 2006) 
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1.5.1.14 Client s visited by Credit Officer 
23 (41.1%) have never been visited by credit officer, 1 4 (25%) have been visited 2-3 
times, 7 (12.5%) 4-6 times and 5(8.9%) have been visited once. 
Table 12: Client s visited by Credit Officer 
Clients Visited by Credit 
Officer 
Frequency Percentag e 
Not Visite d 
Visited 2-3 times 
Visited 4-6 times 
Visited once 
23 41. 1 
14 2 5 
7 12. 5 
5 8. 9 
(Source: Own  Survey 2006) 
Table 13: Summar y of what should be done 
Area Of interventions Possible Interventions 
Organization development / Capacity Staff training, Hiring of more capable staff. 
building Fundraising, establishing monitoring system. 
Economic Development Development if more IGAs to the lenders, 
Establishment of rural credit schemes 
Formation of Linkages Conducting stakeholders meeting with other 
MFIs in Arumeru and Arusha 
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CHAPTER 2 
2.0 PROBLE M IDENTIFICATION 
This chapter focuses o n problem identification. The major component s o f this chapter 
include; proble m statemen t targe t community , stakeholder s involved , hos t 
organization (EARDP-Community Initiatives),CED project goal s and objectives . 
2.1 Proble m Statement 
From the need assessment conducted durin g the internship attachment with EARDP -
CI i n Arumeru District , it was foun d tha t majority o f the loa n scheme clients wer e 
women involve d in agro based smal l businesses. Most of these women ar e marrie d 
and henc e havin g majo r responsibilit y o f takin g car e o f th e family . Client s for m 
EARDP - CI has been involved in small businesses for 2-5 years . 
Problems identified were; 
Firstly, EARDP-C I i s th e onl y NG O providing smal l loan s t o farmer s i n Patand i 
Village an d th e nearb y village s with specia l emphasis t o wome n an d youn g ladies . 
Therefore th e organization is not able to meet demands of that community in terms of 
loan provision. 
It was very clear form the SWO T analysis that there were insufficien t visit s for loan 
monitoring. The credit office i s the one responsible t o conduct al l activities related t o 
training, credi t provision as wel l a s monitoring of client. Therefore sh e becom e to o 
stretched and not have enough tim e for going through eac h individual . Th e need fo r 
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more technica l staf f wa s clearl y establishe d t o assis t i n buildin g capacit y o f th e 
organization. 
Other issue s wer e inadequat e knowledg e o n financia l skill s management , poo r job 
description, and lack of funding strategy . 
Further investigatio n of the organizatio n problems showe d tha t leadershi p wa s no t 
strong, reporting system s wa s poor, staf f roles was not wel l explaine d and followe d 
by the staff, an d beneficiaries ownership were ranked as high priority for organization 
strengthening strategies , 
In Arumeru District majority of the population especially in the rural areas lack access 
to capital. Although NM B an d other banks around Arusha Municipality has started a 
micro-credit programm e fo r lendin g mone y t o small-scal e traders , th e difficul t 
conditionalities o f th e loa n couple d wit h hig h interes t rate s make s man y small -
entrepreneurs unabl e t o acces s th e loans . Enhancin g the capacit y o f smal l micro 
lending scheme s lik e EARDP-C I ca n b e amon g th e alternative s solution s t o 
sustainable and responding micro lending schemes in Patandi area as well as Tanzania 
at large. 
2.2 Targe t Communit y 
The targe t grou p i n thi s communit y is poo r me n wome n an d yout h from Patand i 
Village an d neighbourhood s i n Arumer u Distric t Arush a region , communit y 
participation is highly encouraged to allow enough room for sustainability. Due to the 
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fact tha t the backgroun d of most Tanzanians were much dependants to donors and 
government, it is still difficult fo r the majority of people from rural areas to realize the 
roles that they need to play to bring fast development and reduce the level of poverty. 
2.3 Stakeholder s 
Major stakeholders ' i n thi s projec t ar e DISTRIC T COUNCIL , WAMATA , 
WODSTA, BES T an d HH H Inc. Thei r roles , concerns , an d expectation s ar e 
summarized in the table below: 
Table 14: Stakeholder s summary 
Name of 
stakeholder 
Their roles Concerns Expectations from this project 
WAMATA Its NG O 
working with 
HIV-AIDS 
issues. They 
support families 
with people 
affected by HI V 
AIDS 
Have concerns 
on ho w the y can 
assist families 
establish income 
generating 
activities and 
have sustainable 
earnings to 
orphans and 
caretakers of 
HIV-AIDS 
patients 
Having good quality micro-
lending schemes in rural areas 
might be one of the supports to 
different business activities 
initiated by WAMATA . 
WODSTA Creating 
awareness on 
Gender issues 
Mainstreaming 
Gender on credit 
schemes as well 
as businesses 
and family 
issues. 
Family involvement in credit 
issues will be the key facto r to the 
development and reductio n of 
poverty at household level. 
BEST Entrepreneurship 
skills 
development 
Training of 
Entrepreneurship 
skills to small 
entrepreneurs. 
Entrepreneurs need to be equipped 
and knowledgeable. 
Hearts Helping 
Hands (HHH ) 
Assisting small 
scale farming 
community 
Providers of 
small tools and 
farming 
implements. 
Strong lending schemes can 
support farmers with different 
inputs. 
District Council Host of al l 
NGOs in the 
District. 
Responsible for 
all development 
programs 
Ell capacitated financial bodies 
will enhance development of the 
District. 
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2.4 Hos t organization 
This special project wa s hosted by EARDP -  C I which is located at Tengeru town in 
Patandi village . Th e hos t organizatio n wa s EARD P -  CI , ther e wer e n o othe r 
organization that were affiliate d to the project. Th e role of the host organization was 
to facilitat e researche r with information, as wel l a s othe r resource s require d fo r th e 
success of the project . 
Researcher's role s were: 
• T o conduct needs assessment 
• T o prioritize problems together with clients and host organization 
• T o implemen t identifie d problems leadin g to solv e problems an d increasin g 
efficiency o f the organization 
• T o prepare job description and staff roles 
• T o develop monitoring system and sustainability program of the organization. 
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2.5. Projec t Goals and Objectives 
Table 15 : Summar y Project Objectives 
2.5.1 Projec t Goal 
2.5.2 Projec t 
Objectives 
To contribut e towards organizationa l development o f EARD P - Communit y Initiatives as a lending organization. 
• T o have institutionally strengthened capacity of EARDP-C I i n micro lending programs 
• T o have increased access of poor communities o f Patandi Area to micro lending services. 
Output for Objective 1 
1. Improved effectiveness an d quality of 
services of EARDP-CI . 
2. Increase d efficienc y of credit officer s 
in loan issuing 
3. Increased efficien t o f management of 
EARDP-CI 
Activities for objective 1 . 
1.1 T o conduct organization capacity assessment (OCA ) an d SWOT analysis o 
EARDP-CI 
1.2 To develop an organizational capacity strengthening pla n for EARDP-CI . 
1.3 To train EARDP-CI staf f on organizational development; projec t planning; 
management and leadership; project monitoring and evaluation; financial 
management, customer care ; lobbying and advocacy and other identified theme 
during OCA . 
2.1 Sel f assessment for credit officers concerning services delivered to Patandi 
Community. 
2.2 To conduct training of Credit Officers on credit management and loan 
appraisal 
3.1 T o train the board on fundraising skill s 
3.2 To train the management on customer care . 
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4. Improved participatory monitoring of 
businesses o f micro-entrepreneurs . 
Output for Objective 2: 
1. Increased acces s to credit fund facilit y 
2. Promoted income generating activities 
among small scale entrepreneurs 
3. Strengthened entrepreneurshi p 
management skill s among small scale 
entrepreneurs. 
4. Established networks with othe r 
micro-finance development actor s 
4.1 To create awareness to the clients on business monitoring 
4.2 To develop and operationalise a participatory monitoring system 
Activities for objective 2. 
1.1 To assist in proposal writing 
1.2 Tracking of unpaid loans 
2.1 To identify new IGAs 
2.2 To disseminate brochures and manuals among entrepreneurs on new 
income generating activitie s and related support . 
3.1 To conduct training on small scale business management skill s for 
entrepreneurs 
3.2 To make follow up of training and provide advisory services accordingly. 
4.1 To develop an inventory of institutions providing microfinance services in 
Arumeru District 
4.2 To network with microfinance institutions working in Arumeru and outside 
4.3 To link the target group with potential microfinance institutions 
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CHAPTER THRE E 
3.0 LITERATUR E REVIEW 
Literature revie w is base d on performance o f rura l microfinance aroun d th e 
world. I t comprise s o f theoretical , empirica l an d polic y revie w i n regar d t o 
performance and capacities of micro lending schemes that works in poor areas. 
3.1 Theoretica l Aspect 
In the late 1970s , major criticisms of the old Rural Financia l paradigm crystallized, 
and semi-formal microfinance providers such as NGOs an d credit unions emerged. 
They targeted th e unbanke d poor, who had been lef t ou t by the hug e investment s 
made i n financia l marke t development . Thes e microfinanc e institution s (MFIs ) 
eventually revolutionized traditional views by showing that that poor are bankable, 
but tha t the standar d bankin g technology fail s t o serv e them . Indeed , thes e MFI s 
modified th e informal lende r technology found in rural and urban areas with respect 
to interest rates, collateral, and collection methods. (Joanna Ledgewood 2000). 
Their effort s gaine d momentum during the 1980 s and solidifie d b y the 1990 s with 
the documentation of generalized best practices . Today the microfinance revolution 
continues to evolve in key areas, suc h as the development of new products aimed at 
serving wider and deeper markets ; commercialization to fin d alternativ e sources of 
funds other than donors; use of improved technology to reduce costs; and alternative 
methods of regulation, including self regulation, to discipline the sector. 
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To date, most MFIs , especially the new and small ones , offe r onl y micro credit. A 
typical micro loan is very smal l an d made fo r a  short ter m a t interes t rate s higher 
than mos t commercia l bank rates . Thes e loan s ar e ofte n secure d onl y b y pee r 
guarantees but some MFIs also accept as collateral household goods and other assets 
of high value to their clients. Loan payments are collected frequently to ensure close 
client monitoring. Incentives are built-in, and clients who maintain good repayment 
records are rewarded with larger (almost automatic) repeat loans. For some lenders, 
the size of the first and repeated loans is set according to a pre-determined formula. 
According t o Africa n Centr e fo r Investmen t Analysi s (2002) , Sustainabl e lending 
programs must charge enough fees an d interest to cover their costs, have to recover 
at least 100 % of their loans and must be innovative to keep operating expenses low. 
They should develop deposit services that allow the financia l system s to perform its 
most important function. 
Financial services generally include savings and credit; however, some microfinance 
organizations also provide insurance and payment services . In addition to that many 
MFIs provide social intermediation services such as group formation , development 
of sel f confidence, training in financial literac y and management capabilitie s among 
members of a group (Joanna Ledgerwood 2000). 
Micro finance activities involve: 
• Smal l loans, typically for working capital 
• Informa l appraisal of borrowers and investments 
• Collatera l substitutes, suc h as group guarantees or compulsory savings 
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• Acces s to repeat and larger loans, based on repayment performanc e 
• Streamlin e loan disbursement and monitoring 
• Secur e servings products. 
According to Care International (2002), a good financial service requires: 
1. Produc t that suits the poor's capacity to save their needs for lump sums so that 
they can: 
• Sav e or repay in small sums of varied valu e as frequently a s possible 
• Acces s lump some (throug h withdrawal s or through loans ) when they need 
them 
2. Produc t delivery system that are convenient for the poor and are: 
• Ar e local, frequent, quic k and flexible 
• Ar e burdened with paper work and other transaction costs 
• Ar e transparent i n a way that is easy for illiterate people to grasp 
3. Institution s adapted to delivering good products that are 
• Committe d to serving the poor 
• Cos t effective 
MFIs can be Non Governmental organizations, Savings and loan cooperatives, credit 
unions, government banks, commercial banks or non bank financial institutions. 
3.1.1 Th e role of Government in MFIs 
It i s importan t t o recogniz e tha t th e stat e ha s a  rol e t o pla y i n regulatio n an d 
development (a t polic y level ) and i n support infrastructur e bu t i t should not be a 
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'player' especiall y i n loans . Th e regulator y framewor k ha s constraine d th e 
development o f full financia l services microfinance institutions. However, within this 
regulatory framework , mainstrea m bank s an d microfinance institutions can work as 
partners and this perhaps is the way to the future (Tanzani a MFI policy 2000). 
Government ofte n ha s littl e o r n o experienc e wit h implementin g microfinanc e 
programs and no incentive to maintain long term sustainability. The Government role 
is t o creat e enablin g environmen t fo r th e succes s o f bot h micro-enterprise s an d 
private sector, MF I organizations and that it should not directly lend fund to the poor. 
In Tanzania , Governmen t involvemen t include s th e capacit y t o disseminat e th e 
program widel y and obtai n politica l support , abilit y to addres s broader polic y an d 
regulatory concern s an d the n capacit y t o obtai n a  significan t amoun t o f fund s 
(Tanzania MFI policy 2000). 
Successful MFI s wit h rura l coverag e acknowledg e tha t rura l operation s ar e 
expensive an d risky , s o cross-subsidizatio n wit h robus t urba n operation s ma y b e 
required. MFI s that are successfu l i n serving rural populations appea r to follo w th e 
same basi c bes t practice s establishe d fo r microfinanc e (Gonzalez-Vega,  2003b). 
Their clientele is not concentrated onl y in agriculture, but is diversified into non-farm 
households an d enterprises . Thes e MFI s addres s idiosyncrati c risks b y relyin g on 
income diversification strategies of the households. The y do not condition loans for 
specific purposes , the y rel y on individua l an d detailed screenin g an d offe r flexibl e 
terms and conditions to suit household cash flows, and they require higher borrower 
equity participation to reduce mora l hazards. Finally , the y asses s loan applications 
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not just on average cas h flows but also based on cash flows during the worst periods 
and future forecasts . 
3.1.2 Th e role of donors in MFI 
Al l donors , including bilateral, multilateral, governments an d local and International 
NGOs suppor t MF I activitie s in some ways. Susan Johnson and Ben Rogaly advice 
that loca l NGO s investigat e o n who is the use r o f the services , assess the interna l 
capabilities, knowledge and skill s required to provide financial service s themselves , 
understand local , socia l and economic structures an d consider how the provision of 
services can be sustained in the long term. 
Donors provide assistance i n the following ways: 
• Grant s fo r institutiona l capacit y buildin g -  majorit y o f donor s tha t hav e 
shown interes t i n MF I activitie s suppor t capacit y an d institutiona l 
development of these organizations so that they become sustainable a t the end 
of day 
• Grant s to cover operating shortfall - A good example of his kind of support is 
the gran t tha t EARD P -  C I obtaine d fro m McKnigh t fo r th e purpos e o f 
covering operationa l cost s a s th e organizatio n ha s no t ye t reache d th e 
sustainability stage 
• Grant s fo r loa n capita l o r equity : Thi s kin d o f gran t i s specificall y fo r 
boosting the loan capital of the MFI or lending scheme. 
• Guarantee s fo r commercia l funds: Thi s kind o f grant i s used t o guarantee 
commercial funding in case of loss or any hazards. 
43 
• Technica l assistance: som e grant s ar e specialize d for provision o f technical 
support and capacity strengthening for the young organization. 
3.2 Micro-Financin g Approaches 
3.2.1 Rotatin g savings and credit associations (ROSCAs) 
Basic characteristic of ROSCAs i s that each individual member have equal amount 
in share at regular periods. At each meeting one person receives the total contribution 
and the cycle continues until all the members have received their share. 
3.2.2 Graame n solidarity group: 
Grameen solidarit y system i s makin g use o f socia l collateral , the mode l involv e 
group of five members with  similar economic background. Membership is restricted 
to assets worth less than half an acre, every weekly they meet once and contribute a 
compulsory amount of money, loan is made to two members at a time and repayment 
is done in equal installments over 50 weeks. All transactions are openly conducted at 
centre meeting s (Susa n Johnson and Ben Rogaly 2002) . PRIDE Tanzani a practices 
the sam e mode l groups ar e forme d with fiv e peopl e o f similar economi c conditio n 
enjoy mutua l trust an d confidence. Al l thes e people has t o reside from  the ar e not 
more than 5km from PRID E Offices . SED A i s another MF I i n Arusha area , whic h 
follow th e grou p lendin g scheme wha t i s uniqu e wit h SED A i s tha t client s ar e 
required t o practic e UPAT U /  ROSCAs , an d members ha s t o ow n a joint bank 
account for saving. Groups are trained to build a saving and credit organization on its 
own. 
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3.2.3 Villag e community banks 
In Tanzania the model was established by CARE International' s Villag e Savings and 
loan program in Africa (Hug h Allen 2002 Tanzania). It is a self managed system of 
the pures t for m o f financia l intermediation . Based solely on member saving s and 
small, sel f managed group s o f thirty members wh o meet weekly , save thei r money 
and providing interest bearin g loans as group capital become available . In Northern 
Tanzania thi s mode l is practiced in Marangu Moshi, Manyar a region, and Arusha 
areas. 
3.2.4 Saving s and credit cooperative societies 
A co-operativ e i s a  grou p o f people wh o work together . Thes e includ e groups of 
people wh o contribut e thei r saving s an d acquir e loan s voluntaril y to mee t thei r 
common economic , social , an d cultura l need s throug h a  jointl y owne d an d 
democratically controlled enterprise. 
It i s a  cooperativ e societ y wit h member s mostl y o f sam e categor y e.g . farmers , 
workers etc who joins together wit h aim of increasing their voices in different issues 
like policie s an d regulatio n tha t affect s thei r workin g environment . (Source: 
http://www. hakikazi. orp/papers/Cooperatives. pdf . 2006) 
EARDP -  CI follows tw o models, it started b y Grameen group lending model and 
then decided to add Village Community Bank (VICOBA ) model for the purpose of 
meeting the demand of rural MFI services. The two models are run at the same time, 
the previous one for the people living in urban area while the secon d one is mainly 
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for the rural set up. A l l system s operate quite nicely and the organization is looking 
forward on having more VICOBA groups in the rural set up. 
3.3 Designin g and Monitoring Financial Products and Services 
A successfu l designe d credi t produc t tha t meet s th e need s o f need s o f micro -
entrepreneurs i s a necessity for any MFI. It is important that people who provide and 
evaluate lending services understand the different element s o f lending products and 
the way in which these elements affects both borrowers and the viability of the MFI . 
It is necessary that the designed product meets clients needs, based on the belief that 
micro-entrepreneurs valu e acces s t o financial  service s an d ac t i n a  responsibl e 
manner when they are treated as clients rather than beneficiaries. 
3.3.1 Practica l approaches of risk management 
Micro finance Best practices semina r 2002 highlights the followin g a s issue s that 
may enhance MFIs to incorporate Risk management into micro-lending scheme: 
• Pee r lending and structure disbursements 
Peer grou p lendin g reduces credi t risk s by spreadin g th e ris k o f lending 
without collateral over large number of borrowers within the group. 
• Characte r assessmen t an d graduate d loa n system : MFI s mus t develo p 
expertise a t assessin g th e characteristic s o f thei r borrower s an d becom e 
familiar wit h characteristic s tha t reduc e loa n defaul t rate . On e wa y o f 
developing this expertise before grantin g a loan i s -  demand good track of 
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record o f loan repayments, savin g habits, progres s o n business enthusias m 
and enterprise development , Attendance of group meetings fo r the individual 
borrowers. 
Forced saving s o r grou p guarantee : Althoug h i t i s sai d tha t ther e i s n o 
collateral in micro credit loans, forced savings and group guarantee act as the 
surrogates fo r formal collateral. K  -  Re p from Keny a forces client to save for 
8 weeks before the y get the loans, which is backed by a 20% saving for the 
first loan . This amount is locked unti l ful l repayment s o f the loan (MFI best 
practices April 2002). 
Small loans size: The small loan sizes and huge numbers of borrowers in MFI 
are a way of diversifying risk for the MFI . Micr o credit loans have a standard 
size, this helps to spread the risk of default through diversity of clientele. 
Term structure o f loans: To reduce liquidit y risk a  MFI shoul d design loans 
with differen t an d flexibl e ter m lengths both shor t an d long term. Common 
short ter m period s ar e weekly , a month , si x weeks, three months , an d six 
months 
Loan approval process: Loan approval process i s the key driver of portfolio 
quality. A s the loa n size increases , a n MF I should move towards a  credit 
committee appraisa l syste m (asses , appraise , approve) . Thi s reduce s th e 
chances o f makin g poor decision s resultin g t o dishones t an d problematic 
clients. It removes the bias in selection and increases the control for loans that 
pose a greater financia l risk to the institution. 
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• Centr e collection : T o avoid an d eliminat e transactions an d frau d risks , the 
credit officer shoul d not handle clients' money. Groups had to collect money 
and deposit on the joint group account and only discuss the bank slips. 
EARDP -  CI strategies o n risk reduction include character assessmen t which is 
done togethe r wit h loca l leadershi p t o ge t prope r informatio n and behavior of 
clients, smal l loa n size s an d hug e numbe r o f borrowers . I n futur e whe n th e 
VICOBA syste m wil l b e workin g properly EARD P -  C I intends t o us e cente r 
collection strategy a s VICOB A member s works in groups of 30 individuals, the 
organization is working out on how it can improve the loan approval process as 
the loan sizes of old client s is increasing. 
3.4 Credi t and Saving Monitoring Systems 
There is no specific program for loan tracking. Each software progra m designed has 
its own approach t o the informatio n that is tracked, the kin d o f report neede d and 
most importan t th e kin d o f future s tha t ar e included . Key feature s tha t cause s 
variations ar e th e typ e o f lendin g model , suc h a s (group , individual , o r villag e 
banking), the interest and fees, the frequency and composition of loan payments and 
the forma t of report. Thi s is a challenge when it comes on how to improve the loan 
management component . Decisio n on the best system to follow depend s o n the size 
of th e MFI . I t i s advise d to wor k on the simples t syste m o f loan tracking (Care 
International: 2002). 
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3.5 Tool s for Predicting the Success of Young MFIs 
According t o Wome n World Ban k participant s i n the exper t grou p (2005) , i t i s 
important that smaller , younger MFI s hav e th e suppor t tha t they nee d i f they can 
demonstrate stron g potential to provide efficient, responsive services to substantial 
numbers of low income entrepreneurs. Th e core elements that help predict the likely 
successes of smaller MFIs are: 
• Strong vision, strategy, and plan for growth. 
• Strong knowledge of and connection with low income clients. 
• Solid governance, dynamic top management, and a strong management team. 
• Well-designed core products tailored to client needs. 
• Robust risk assessment methodology, good systems. 
• Focus on hiring and building line managers and loan officers . 
• Positive trends in outreach and performance. 
• Growth potential in competitive environments. 
• Lega l structure s tha t enabl e soli d governanc e an d expande d financin g (Source: 
WWB 2005). 
3.6 Empirica l Literature 
Micro-credit scheme s ar e though t t o b e poten t agent s o f socia l chang e i n 
impoverished settings where women lack access to resources. In Bangladesh, the first 
experiments wit h group-base d lendin g were conducted by Grameen Bank in 1978, 
and this approach has proved to be an effective mechanism for offering collatera l -
free credi t an d ensurin g hig h repaymen t rates . Mor e tha n thre e millio n poo r 
Bangladesh women are estimated to have been recipients of small loans in mid 1995 
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(Sobhan, 1995). Program s fo r simila r scheme s ar e expandin g rapidly , not just i n 
Bangladesh, bu t i n othe r developin g countrie s wher e wome n ar e similarl y 
disadvantaged. 
3.6.1 Micro - financing in Asia 
Micro lendin g ha s progresse d t o th e greates t exten t i n th e Asia n region . An 
innovative approac h tha t ha s bee n use d successfull y b y Gramee n Bank' s credit -
delivery syste m i s "peer-grou p monitoring 11 to reduc e lendin g risk, although som e 
studies have suggested tha t the reason for the Grameen Bank's high repayment rates 
is also partly due to the practic e o f weekly public meetings a t which attendance is 
compulsory for the repayment o f loan installments and the collection of savings. It is 
reported tha t the meeting s reinforc e a  culture of discipline, routine repayment s an d 
staff accountability . No t al l microfinance institution s us e peer-grou p monitoring . 
Other institution s suc h as th e Ban k Rakyat of Indonesia, whic h serve s 2. 5 millio n 
clients and 1 2 million small savers, rely on character references an d locally recruited 
lending agent s i n plac e o f physica l collateral . A n Indi a experienc e remind s 
organizations to look on organization capacity building and that Micro finance needs 
particular skills, resources an d time. It is important to accept that it may not be able 
to se e result s o f Ban k Rakya t o f Indonesi a effort s becaus e grou p dynamic s o r 
running grou p economi c activitie s i s no t a  simpl e thing . I t i s highl y complex 
operation henc e MF I b y itsel f i s no solutio n to th e poo r problems face d b y rural 
India. Th e consume r lie s i n productio n an d successfu l marketin g o f good s an d 
services that will fetch the small producer a reasonable return , hence we need to look 
beyond Micro finance (Susan Johnson and Ben Rogaly 1997) 
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3.6.2 Wes t Africa experience 
In Wes t Africa , wher e microfinanc e institutions are stil l i n their infancy , a Worl d 
Bank case study of nine microfinance programmes -  concluded that all nine of these 
programmes ar e ver y muc h i n th e mainstrea m o f bes t practic e i n th e field  o f 
microfinance. In terms of sustainable lending to micro entrepreneurs, th e study gave 
high mark s t o th e programme s o n th e followin g basis : al l nine programme s ar e 
located nea r thei r client s an d i n the larges t catchment s area s possible ; they us e 
lending technologies that are simple , well-tailored t o th e cultura l environment and 
inexpensive for both lender and client; they have employed effective techniques for 
obtaining high repayment rates; most include savings, which meet a  critical need of 
many people, and they price their loans far above commercial lending rates, though 
not at full cost recovery. (World Bank working group 1999). 
3.6.3 Innovation s and lessons earned from credit management services (CMS) 
Zambia 
The World Bank Group in 1999 produced findings from Africa Regio n on Micro 
financing issues and highlighted experiences of Zambian micro credit Management 
scheme (CMS). The success of CMS is to a large extent attributable to its innovative 
approach to micro-credit delivery. The innovative techniques which CMS has used 
include the following : 
• Portfoli o diversification: A diversified program portfolio across various 
aspects of agricultural finance and enterprise development has enabled CMS 
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to achieve and maintain profitability at a time when some programs wer e 
operating at a loss. 
• Us e of existing institutions: CMS has successfully built on informal financial 
systems already being used by micro-entrepreneurs throug h existing women's 
clubs. This has made it easier for clients to accept the methodology. 
• Transparen t managemen t information system: CMS has an elaborate MIS that 
includes loan transaction documentation, in which clients actively participate. 
This openness has inspired confidence and trust at all levels, resulting in the 
observed high loan repayment rate of 98 percent. 
• Regula r club meetings: The weekly club meetings enhance group solidarity 
and are an underlying factor in the success of the solidarity group lending 
methodology. 
The CMS management has over the three-year period of implementation of its 
microfinance programs learned the following lessons . 
• Hig h potential for rural savings: CMS has been able to mobilize substantia l 
savings from poor rural entrepreneurs. 
• Clos e supervision improves performance: Activ e involvement in credit 
monitoring by senior head office staff has improved portfolio performance . 
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• Wome n are a lower credit risk: The CMS experience with women clients has 
been good, and high loan repayment rates of around 98 percent have been 
sustained over the period. 
• Th e value of strict contract enforcement: Stric t contract enforcement , 
supervised by a staff lawyer, has enhanced loan recovery rates. 
• Critica l minimum loan size: Loan sizes have to be above a certain critical 
level to achieve a positive change i n the status of recipients. (World bank 
group 1999). 
There ar e s o man y idea s o n MF I approaches tha t ca n b e learn t fro m Zambian 
experience, EARDP - C I could work on diversification of portfolio to make sure that 
the organizatio n utilizes the agricultur e enterprise s opportunitie s available , anothe r 
approach i s maximum utilization of existing institutions, EARDP -  CI has not been 
able t o utiliz e effectivel y th e existin g institution s i n MF I sector . S o fo r th e 
organization t o b e progressiv e linkage s an d clos e collaboratio n wit h othe r MFI 
organization will be of high value to EARDP-CI. 
3.6.4 Cas e study of PRIDE in Tanzania 
PRIDE Tanzani a had big successes i n the firs t phase and hence donor s decide d to 
commit themselve s fo r anothe r fiv e years . I n 199 7 PRID E wa s abl e t o meet only 
40% o f its operationa l cost , an d the remainin g 60% rely on the donors . Currently 
PRIDE i s able t o cove r 80 % of the operationa l cos t an d i t i s almost reachin g the 
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sustainability stage as an organization. If al l th e cost s wil l b e adhere d PRID E can 
reach its sustainability (Bart Speelman 1998). 
3.6.5 Smal l enterprise development agency (SEDA) in Tanzania 
According to Bart Speelman (1998), main problem faced by SEDA were: 
• Loa n trackin g (ho w t o trac k th e loans , wh o borrowed , ho w muc h wa s 
borrowed, etc). 
• Grou p mobilization a s i t requires SED A staf f to go to the fiel d wit h socia l 
worker in order to reach their target groups. 
Sustainability: du e t o hig h operational expense s th e progra m wa s projecte d t o be 
sustained within 5-7 years. 
3.6.6 Mondul i rural credit scheme for women (MRCSW) 
The evaluation report for MRCSW (1998) highlighted the following weaknesses : 
• Nee d to maintain cohesive savings and credit groups 
• Continue d education an d reinforcemen t o n the savin g concept, thoug h th e 
concept is understood there is still need for regular saving to be instituted on 
weekly /  b y monthly basis i n order to enable client s increase thei r savings 
beyond tsh 5000/=. 
The common phenomena in all these organizations are that they all provide loans 
in stages ; first loan is small and the amoun t increase s dependin g on repayment 
trend o f the individuals . Mos t o f the tim e saving s ar e se t a s pre-requisit e fo r 
getting loans. 
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3.7 Polic y Implication 
There have been different initiative s of the Government of Tanzania in promoting 
MFIs as follows: 
3.7.1 Tanzania n national policy for micro-finance: 
In May 2000, the Government o f Tanzania approved a  national microfinance policy . 
The Governmen t recognize d tha t microfinanc e system s ar e an d wil l increasingl y 
become integra l parts of the country' s financia l system, with  the potentia l o f better 
financially servin g the people , th e majorit y o f who reside i n rural areas. The policy 
formulation proces s bega n i n 199 6 wit h a  comprehensiv e revie w o f th e micro -
finance market . Th e revie w wa s followe d by a  joint Governmen t -  dono r revie w 
mission, along with participatory input from MFIs and other stakeholders. Th e policy 
identifies thre e categories of implementation strategies : regulation an d supervision , 
development an d maintenance of standards, and capacity building. 
The polic y i s supervise d b y Ministr y o f Financ e an d i t ha s bee n givin g mor e 
attention t o the informa l financial sector t o incorporate par t of this secto r t o formal 
regulated sector . Although it is too early to access the impac t of this policy , i t does 
reflect th e recognitio n o f microfinanc e a s a  formidabl e economi c secto r amon g 
national policy makers . 
Ministry of Finance in collaboration with Ministry of Cooperative, Bank of Tazania 
(BOT), an d Worl d Ban k ha d forme d th e "Financia l Secto r Refor m Programm e 
(FSRP), aimin g a t changin g th e financia l secto r int o a  stable , competitiv e libera l 
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financial marke t tha t is accessible to the majorit y of people. Th e project focuse s in 
capacity building of those players interested in MFI {Tanzania MFI Policy 2000). 
3.7.2 Microfinanc e an d millennium development goals: 
Access to permanent an d relevant financia l service s creates the loca l foundation for 
achieving nearly al l of the Millenniu m Development Goals. Evidence confirms that 
access to financial services significantly impacts the lives of the poor: 
Goal 1: Eradicat e extreme poverty and hunger: 
Empirical evidenc e show s that , amon g th e poor , thos e wh o participate d i n 
microfinance program s wer e abl e t o improv e thei r livin g standard s bot h a t th e 
individual an d househol d leve l muc h better than thos e without acces s t o financia l 
services. Fo r example , th e client s o f BRAC , formerl y know n a s th e Banglades h 
Rural Advancemen t Committee , an d th e larges t NG O in th e world , increase d 
household expenditure s b y 28 % an d asset s by 112% . In E l Salvador, the weekly 
income of FINCA client s increased on average b y 145% . (Microfinance Wikipedia: 
Free encyclopedia Dec 2006) 
Goal 2: Achiev e universal primary education: 
Impact studie s sho w that , i n poo r household s with  acces s t o financia l services , 
children are no t only sent to schoo l in larger numbers includin g girls but they also 
stay in school longer. In Bangladesh, almost al l girls in Grameen client households 
had som e schooling , compared t o 60 % o f non-clien t households . (Microfinance 
Wikipedia: Free encyclopedia Dec 2006) 
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Goal 3: Promot e gender equality and empower women: 
Access to financia l service s and the resultant transfe r o f financial resource s t o poor 
women can lead women to become, ove r time, more confident , mor e assertive, and 
belter able to confront systemic gender inequities. Microfinance enables poor women 
to become economi c agents of change by increasing their income and productivity, 
accessing markets and information, and decision-making power. In Indonesia, female 
clients of Bank Rakyat Indonesia (BRI ) were more likel y tha n non-client s to make 
joint decision s wit h thei r husband s regardin g allocatio n o f househol d money , 
children's education , us e o f contraceptive s an d famil y size , an d participatio n in 
community events Microfinance (Wikipedia  :  Free encyclopedia Dec 2006) 
Goal 6: Comba t HIV/AIDS, malaria, and other diseases: 
In man y cases , diseas e preventio n i s mor e cost-effectiv e tha n diseas e treatment ; 
however, fundin g o f the capita l costs i s often required . The Worl d Ban k estimates 
that malaria costs Africa million s of lives a year and $12 billion in lost productivity. 
Economic adviso r Jeffre y Sach s estimate s tha t malari a ca n b e controlle d fo r $ 3 
billion a year. A simple mosquito net costing $2-$5 is effective in preventing malaria 
for a  household ; however , thi s capita l cos t i s ofte n considere d unaffordabl e b y a 
farmer wh o may earn ~$250 per year . I n cases where preventativ e measure s exist, 
micro financing can help make these solutions more affordable t o al l Microfinance. 
(Wikipedia: Free encyclopedia Dec 2006). 
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3.7.3 Micro-financ e an d BEST 
BEST i s abbreviatio n fo r Busines s Environmen t strengthenin g fo r Tanzania , 
Programme i s designed t o provide businesses wit h th e enablin g environment they 
need, thereb y enhancin g economi c growt h an d achievin g sustainabl e povert y 
reduction. The goal of the BEST Programme is to reduce Poverty through enhancing 
the growth and development of businesses i n Tanzania, particularly micro and small 
firms i n sectors tha t affect th e majorit y of the poor . BES T progra m is particularly 
important for small scale businesses a s it has an impact on employment and poverty 
reduction. The purpose is two fold: 
• T o reduce th e burden on businesses b y eradicating as many procedural and 
administrative barriers as possible. 
• T o improve the qualit y of services provided by Governmen t to th e privat e 
sector, including commercial dispute resolution. 
Beneficiaries ar e privat e businesse s fro m smal l trader s i n th e informa l t o larg e 
companies to foreign and indigenous investors. BEST promote s a  well functioning 
commercial justice syste m that can encourage lender s t o provide capital necessary 
for busines s growt h and wil l allo w businesse s t o dea l outsid e restricte d network s 
based on kinship or established practices. (Tanzania Government website 2006). 
Experience show s tha t microfinance ca n hel p th e poo r t o increas e income , buil d 
viable businesses, an d reduce their vulnerability to external shocks. It can also be a 
powerful instrumen t for self-empowerment by enabling the poor, especially women, 
to become economic agents of change (MFI gateway 2006). 
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3.7.4 Tanzani a national strategy for growth and reduction of poverty (NSGRP 
2005) 
Cluster on e o f NSGRP strateg y whic h look s on Growth an d Reduction of Income 
Poverty, goal number fou r unde r thi s cluster is discussing on Poverty reduction of 
both men and women in rural areas. 
While incom e poverty has generall y declined between 199 1 /  92 and 2000 / 01 as 
revealed by the 2000 / 01 HBS, the reduction has been relatively higher in urban than 
in rura l areas . Effort s wil l b e steppe d u p t o reduc e th e proportio n o f the rura l 
population below the basic needs poverty line from 38. 6 percent in 2000 / 1 t o 24 % 
by 2010 . Th e followin g strategie s unde r thi s objectiv e tha t ar e i n lin e wit h MFI 
provision are: 
• Enhancin g life skill s and entrepreneurship training for rural population 
• Increasin g acces s t o rura l micro-financia l service s fo r subsistenc e farmers , 
particularly targetin g yout h an d women , promot e an d sustai n community 
based savings and credit schemes such as SACCOS and revolving funds. 
• Strengthenin g cooperatives and export credit guarantee Fund for cooperatives 
and othe r farmer s organizatio n (Tanzania  Government website -  NSGRP 
2005). 
The present repor t review s current mod e o f operation and highlight s the strengths 
and weaknes s o f th e rura l micr o lendin g approach , includin g th e administrativ e 
difficulties an d limite d linkage s with  othe r service s fo r th e poor . Th e repor t als o 
contains suggestion s fo r strengthenin g operations , an d makes a  particular plea fo r 
ensuring that this project i s established in a broader contex t of support to the smal l 
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enterprise sector . Wit h affordabl e source s of Micro loan s smal l businesses wil l be 
able to sustain, creating more jobs and contributes to poverty alleviation strategies . 
3.7.5 Saving s and credit Cooperatives Development Act 2002 
3.7.5.1 Cooperative Financial Institutions 
Government regards cooperativ e financia l institution s as an important alternative to 
the commercia l banking system . Th e reasons fo r this ar e that cooperative s can 
encourage savin g and thrift. Also , loan s from cooperative s are not tied to collatera l 
requirements as is the case with commercial bank loans. 
Importantly, mos t cooperativ e societie s are themselves considere d uncredi t worthy 
by th e commercial banks, so the establishment of cooperative financial institutions is 
essential 
to their long-term development and that of the cooperative movement. 
So, th e Government want s t o encourage th e formation o f cooperative financia l 
institutions such as: 
3.7.5.1 Savings and Credit Cooperatives Societies (SACCOs) 
Government recognize s tha t th e pac e o f growth o f SACCO s ha s bee n slow , 
especially in rural areas. Most have been established in urban areas and workplaces. 
As a  result, members of rural primary societies have been unable to access adequate 
credit. To improve this situation Government plans to encourage the development of 
SACCOs i n all rural areas. Advice wil l b e made available at District leve l regarding 
setting up SACCOs an d technica l assistance wil l als o be provided to all existing 
SACCOs to strengthen their capital base and development. 
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3.7.5.2 Cooperative Banks 
The establishment o f new cooperative banks and the strengthenin g o f those already 
existing wil l b e an importan t par t of the creatio n of a system o f strong cooperativ e 
financial institutions . However, the cooperative syste m does not a t present have the 
expertise to set up full-scale banks. 
Therefore, Government promises in the policy document to encourage an d assist the 
movement in the establishment o f cooperative banks. In the medium to long-term the 
Government may consider the development of a National Cooperative Bank in order 
to encourage cooperative s to establish a stable financial base. 
3.7.6 Th e Role of Government 
In th e past , the Governmen t took a very active role in the cooperativ e movement . I t 
was heavily involved in the provision of inputs, finance and training. It also provided 
the main market for most forms of produce. 
The old system of Government involvement in all aspects of cooperative life was too 
expensive fo r th e country . A t Distric t leve l th e Distric t Cooperativ e Office r wil l 
represent th e Registra r However , followin g th e introductio n o f ope n marke t 
economics, th e Governmen t see s itsel f a s responsibl e onl y fo r th e creatio n o f an 
environment wher e th e cooperativ e movemen t ca n prosper . Th e mai n engine s o f 
growth wil l b e the members an d managers of the cooperatives themselves . The aim 
is t o produc e cooperative s tha t ar e independent , democratic , member-base d an d 
economically viable. (Source: Cooperative  act 2002) 
61 
The followin g chapte r wil l sho w ho w th e projec t wa s implemente d an d i t wil l 
provide enoug h informatio n on how EARD P -  C I performs, som e obstacles , an d 
show how this project has helped in solving some of the immediate problems of this 
organization. 
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CHAPTER FOUR 
4.0 IMPLEMENTATIO N 
4.1 Backgroun d o f the Project 
This chapter highlights the implementation process of the project. I t gives the details 
of the products an d outputs obtained , staffing plan, and budget an d shows how the 
activities were implemented (see tabl e 12 ) for more details . EARD P -  CI together 
with CE D studen t conducte d researc h betwee n Apri l an d Ma y 2006.This research 
was part of the problems that were identified by the CB O that required a researcher 
to wor k wit h client s an d com e u p wit h rea l proble m as wel l a s suggestion s fo r 
solutions. Th e cor e proble m wa s th e questio n tha t i f addressed ca n improv e the 
performance o f the lendin g scheme fo r the organization . Durin g the desig n of this 
project EARDP-C I capacit y wa s characterize d b y lo w performance i n reporting, 
financial reporting , monitoring and issue s o f staff roles . Researcher recommende d 
that EARDP-CI needs to give special attention o n capacity strengthening fo r better 
performance. 
4.2 Product s and Outputs 
Generally output of this project will be the following: 
• Develope d job functions for key staff. 
• Analyse d Loa n portfoli o an d annua l estimate s develope d fo r budgetin g 
purposes as well as planning for sustainability. 
• Develope d and submitted Proposal to McKnight. 
• Develope d client monitoring system. 
• Launche d VICOBA scheme . 
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4.3 Outputs : 
Output for Objective 1 
1. Fou r Boar d member s an d tw o staf f attende d training s i n financia l 
management, Proposal writing, and monitoring and evaluation. 
2. Reviewe d loan procedures . 
3. Develope d client monitoring system. 
4. Trainin g in Organization development . 
5. Participator y monitoring and evaluation training to clients. 
Output for Objective 2: 
1. Numbe r of new clients has increased from around five to ten groups (25-5 0 
people) per month. 
2. Fiv e new income generating activitie s among small scale entrepreneurs were 
promoted. 
3. Thre e entrepreneurship management training conducted. 
4. Establishe d networks with CRDB LTD , PRIDE, BRA C Foundation, BES T 
and SEDA . 
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4.4 Projec t Planning: 
4.4.1 Projec t implementation plan: 
OBJECTIVES: 
• T o have institutionally strengthened capacity of EARDP-CI i n micro lending programs 
• T o have increased access of poor communities of Patandi Area to micro lending services 
Table 16 : Projec t implementation chart: 
Activities Project Month Resources needed Person 
responsible 1 2 3 4 5 6 7 8 9 10 11 12 
Activities for objective!. 
1.1 To conduct organization capacity 
assessment (OCA) an d SWOT analysis of 
EARDP-CI 
1.2 To develop an organizational capacity 
strengthening plan for EARDP-CI. 
• 
-EARDP-CI staf f 
and Board 
-CED student 
Stationeries 
1.3 To train EARDP-CI board and staff o n 
organizational development; Proposal 
writing / fundraising strategy, project 
Staff, fundin g for , 
Facilitation 
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planning; management and leadership; 
project monitoring and evaluation; 
financial management, customer care ; 
lobbying a 
OCA. 
2.1 Sel f assessment for credit officers 
concerning services delivered to Patandi 
Community. 
2.2 To conduct training of Credit Officers 
on credit management and loan appraisal 
3.1 T o train the board on fundraising skill s 
3.2 T o trai n th e managemen t o n 
customer care. 
4.1 To create awareness to the clients on 
business monitoring 
4.2 To develop and operationalise a 
participatory monitoring system 
Facilitation b y CE D 
student 
Stationeries, 
training materials , 
facilitator 
Transport, Trainin g 
materials, 
stationeries, 
Facilitator 
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Activities for objective 2: 
1.1 To assist in proposal writing 
1.2 Tracking of unpaid loans 
2.1 To identify new IGAs 
2.2 To disseminate brochures and manuals 
among entrepreneurs o n new income 
generating activities and related support. 
3.1 To conduct training on small scale 
business management skill s for 
entrepreneurs and initiate VICOBA. 
3.2 To make follow up of training and 
provide advisory services accordingly. 
Fund raisin g 
materials 
Transport 
Loan records 
Entrepreneurs, 
EARDP-CI 
Brochures, EARDP -
CI staff 
Clients, EARDP-C I 
Credit officer , 
transport 
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4.1 To develop an inventory of institutions 
providing microfinance services in 
Arumeru District 
CED studen t Credi t 
Officer 
4.2 To network with microfinance 
institutions working in Arumeru and 
outside. 
EARDP-CI 
Management 
4.3 To link the target group with potential 
microfinance institutions 
EARDP-CI, 
Management 
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4.4.2 Input s 
Project required different item s lik e training materials; huma n resources a s outlined 
in tabl e 1 2 above. Th e input s use d wer e obtaine d withi n th e organization . Human 
resource includes facilitator, Director, Credit Officer, an d office supervisor. 
4.4.3. Projec t Staffing pattern: 
Project needed facilitato r to carry out different activities . Facilitator brings expertis e 
on management and running of micro lending program. The NGO Directo r served as 
coordinator fo r al l activitie s i n whic h assumes supervisor y role . Staffin g patter n 
depends on programs an d availabilit y of funding. Currentl y the funde d progra m i s 
economic empowerment ; thi s ha s payment s o  Director , Credit officer , accountant , 
and office supervisor. There were no funding for other programs an d proposals hav e 
been sent to different donor s looking for funds fo r other activities. 
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4.4.4 Budget : 
BUDGET FOR CREDIT FUND 
Table 17: Organizatio n budget for five years 
Item Year 
2006 
Year 
2007 
Year 
2008 
Year 
2009 
Year 
2010 
Credit Facility development 
17,000 35,000 70,000 100,000 135,000 1. Credi t fund 
2. Salarie s and operation 3,400 7,000 14,000 20,000 27,000 
costs 
3. Transpor t 500 700 1400 2,000 2,700 
4. Trainin g staff 2,000 4000 6,000 8,000 10,000 
5. Busines s visits 1,000 2,000 3,000 4,000 5,000 
6. Follow-u p visits 1,000 2,000 3,000 4,000 5,000 
7. Reportin g 600 1,200 1,800 1,400 2000 
monthly/quarterly/Annual 
8. Compute r and internal 
networks/ internet services 6,000 4,000 3,000 2,000 2,000 
Total 31,500 56,400 102,200 141,400 188,700 
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4.5 Projec t Implementation 
4.5.1 Objective1 : Improve d effectiveness and quality of services of EARDP -
CI 
Among the activities implemented wer e SWO T analysi s and Organization capacity 
assessment that were meant for organization to realize its weaknesses. Th e quality of 
the service s rendered ha s improved greatly afte r tacklin g the identified gaps during 
the perio d of this project . Th e project facilitate d training s fo r staff an d boar d on 
organizational development ; projec t planning ; management and leadership; projec t 
monitoring an d evaluation; financia l management , custome r care ; lobbyin g and 
advocacy and other identified themes during OCA. Credit Officers on were trained in 
credit management and loan appraisal procedures, and customer care . 
4.5.1.1 Activities accomplishment 
Table 18 : Accomplishment s of activities for objective one. 
Activities for objective 1. Level of accomplishment 
1.1 To conduct organization capacity assessment 
(OCA) an d SWOT analysis of EARDP-CI 
Done 
1.2 To develop an organizational capacity 
strengthening pla n for EARDP-CI. 
This activit y was implemented 
and budge t fo r futur e trainin g 
was set. 
1.3 To train EARDP-CI staf f on organizational 
development; projec t planning; management and 
leadership; project monitoring and evaluation; 
Trainings conducte d wer e 
fundraising skills , projec t 
monitoring, monitorin g an d 
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financial management, customer care ; lobbying 
and advocacy and other identified themes during 
OCA. 
evaluation, other s wil l b e done 
in nex t financia l yea r 
2007/2008 
2.1 Sel f assessment for credit officers concerning 
services delivered to Patandi Community. 
Done an d ha s improve d an d 
changed th e workin g styl e o f 
the staf f 
2.2 To conduct training of Credit Officers on 
credit management and loan appraisal 
3.1 T o train the board on fundraising skill s 
Not done to be accomplished in 
2007/8 
Board trainin g wa s don e an d 
has increase d th e knowledg e of 
board o n organizatio n 
responsibilities. 
3.2 To train the management on customer care . 
4.1 To create awareness to the clients on business 
monitoring 
Done 
4.2 To develop and operationalise a  participatory 
monitoring system 
Done in a participatory way and 
was ver y usefu l a s client s 
understand thei r rol e fo r th e 
betterment of the services . 
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4.5.2 Objectiv e 2: T o have increased access of poor communities of Patandi 
Area to micro lending services 
During project period on proposal was developed and succeeded. Thi s has increased 
the amoun t o f loan disbursed fro m 6,000,000 pe r month (2005 ) t o 11,000,00 0 pe r 
month (2007). Increase in amount means increased access t o loans. The number has 
increased fro m 15 - 2 8 pe r mont h receivin g amount from  50,00 0 t o 250,00 0 pe r 
month. Many entrepreneurs have improved their businesses an d new enterprises hav e 
been developed as a result of increased loan access. Several trainings for clients were 
provided by entrepreneurship skills . EARD P Communit y Initiatives has establishe d 
links with FAIDA, SEDA , BES T and CRDB micro finance department. 
Table 19: Accomplishmen t of activities for objective two. 
Activities for objective 2. Level of accomplishment 
1.1 To assist in proposal writing Done and funding obtained for 2007-2009 
1.2 Tracking of unpaid loans Initiated , it is an on going activity 
2.1 To identify new IGAs Three IGA were developed, brick making, 
Milk processing, and Small kiosk for 
lubricants. 
2.2 To disseminate brochures and Not done, planned for 2007/ 8 activities 
manuals among entrepreneurs on 
new incom e generating activities 
and related support . 
3.1 To conduct training on small Continuing activity 
scale business management skill s for 
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entrepreneurs 
3.2 To make follow up of training 
and provide advisory services 
accordingly. 
Continuing activity 
4.1 To develop an inventory of 
institutions providing microfinance 
services in Arumeru District 
Done see table: 11 above 
4.2 To network with microfinance 
institutions working in Arumeru and 
outside. 
This was done and collaborative meeting 
planned to be don in 2007 /8 budget 
4.3 To link the target group with 
potential micro finance institutions. 
EARDP -CI was linked to BEST, CRD B 
Ltd, and EXIM banks. Further efforts ar e 
made to have many linkages that will help in 
growth of MFI. 
4.5.3 Implementatio n limitations 
Funding and facilitators time was a limit to the implementation of the activities. This 
project requires fulltime supervision and management of facilitator. This was not 
possible due to the nature of CED program. It was agreed that facilitator provides 
assistance when needed even after completio n of CED classes . 
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CHAPTER FIVE 
5.0 MONITORING , EVALUATION AND SUSTAINABILIT Y 
5.1 Introductio n 
This chapter explains how monitoring were done. It describes the purpose, processes 
and component s o f monitoring and evaluation ; Monitoring wa s routinel y done t o 
gather al l the necessary informatio n regarding the project. Thi s enabled the studen t 
to: 
• Analyz e the organization current situation, 
• T o help in identification of problems and find ways of solving them 
• T o keep track on the project activities schedule 
• T o measure progress towards objectives 
• T o measure decisions about human, financial, and material resources. 
5.1.1 Researc h Methodology for Monitoring: 
The researc h was conducted to analyze the effectiveness , efficiency , relevanc y and 
sustainability of the project . 
The followin g were research questions foe the monitoring activity: 
• I s EARDP -  CI micro lending programme relevant to its clients? How wel l does 
it address the needs of beneficiaries? 
• I s EARDP -  CI undertaking programme activities efficiently and effectively? 
• Ho w ar e the services rendered by EARDP -  CI sustainable to its clients? 
• I s th e approache s an d implementatio n mode o f EARD P -  C I conformin g to 
Tanzania MFI policy? 
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Questionnaire, interviews , checklists , group discussio n and observatio n wer e th e 
major tool s used in the project monitoring . Other tools were review of the reports , 
and financia l books , an d loa n portfolio books. Information gathere d wa s use d t o 
improve the efficiency and effectiveness, o f the project activities. 
5.1.1.2 Justificatio n of the methodology and tools used: 
In most cases observation was used to determine the outcomes of the project. In all 
monitoring visits researcher was able to see the differences and changes from one 
client to another. Group discussion was also relevant in cross checking on issues 
discussed at individual level. 
5.2 Managemen t Information System: 
In order to ascertain whether the project i s implemented as planned, project outputs 
are usefu l an d relevant , compar e actua l chang e cause d b y th e projec t agains t se t 
objectives and to assess whether efforts ar e worth continuing with or there is a need 
to adjus t procedures , i t i s inevitabl e t o se t a  goo d syste m o f monitorin g and 
evaluation. Thi s is built in at several levels. 
At the leve l of beneficiaries, each step in the implementation of an activity involves 
an elemen t o f monitoring . Beneficiarie s and thei r committee s wer e facilitate d to 
monitor an d evaluat e thei r progres s themselves . Thes e committee s mee t onc e a 
month to monitor activities and to discuss progress o f the differen t component s of 
development in their communities. The committees compiled reports an d submitted 
to EARDP -  CI. A l l specifi c sessions (training, workshop) are evaluated at the end. 
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Progress a t projec t leve l wa s tracke d b y EARD P -  C I in collaboration with th e 
project implementer . A sound and comprehensive monitoring and evaluation system 
were develope d prio r projec t implementation . I n orde r t o ensur e tha t al l these 
happen, EARD P -  CI was aske d t o provide a full-tim e Planning , Monitoring and 
Evaluation Office r fo r th e purpos e o f thi s projec t only . Th e monitorin g an d 
evaluation syste m no t onl y trac k progress a t th e activit y level bu t mostl y at resul t 
levels in order t o revea l the broade r economic , technical, and socia l consequence s 
and effects o f the project. 
On annua l basi s a n audi t ha s t o b e conducte d t o ensur e tha t implementatio n of 
activities and utilization of funds i s inline with  the se t objective s an d expectations . 
The audi t guarantee s prope r applicatio n of accountin g procedures , adherenc e t o 
allocated budget s an d prope r administrativ e procedures . Indeed , o n sit e visit s of 
beneficiaries i n thei r homes , field s o r businesse s allow s direc t monitorin g and 
immediate action. 
Main monitorin g questions were ; are the loan s provided as i t was projected? How 
many people access loan each month? Are the training done as required? What kinds 
of businesse s ar e don e b y clients ? Finall y ha s th e EARDP-C I performanc e 
improved? 
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Table 20: Monitorin g log frame for established micro lending program 
Monitoring Direct Indirect Data collection Responsible 
question Indicator indicator tools person 
How man y No o f people Application of Loan report Credit officer 
people access accessed loans to 
loans in every loans household 
month? development 
What type of -Type of Conduct of the -Follow up Researcher 
training done per training business visits, EARDP -CI 
month -Attendance 
-Training 
report 
observations 
-Interviews 
staff 
What kind s o f -Type of Ability of Interview, Researcher/ 
businesses ar e businesses clients to observation, Credit officer 
done by clients? -No of 
businesses 
diversify their 
capital 
visits 
Has th e EARDP - -Reports -staff roles Observation Researcher 
CI performanc e availability 
improved? -monitoring 
system in 
place 
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5.2.1 Monitorin g Questions and Monitoring Indicators 
The following are the monitoring questions and indicators that were used to monitor 
this project. 
Table 2 1 Monitorin g Questions and Indicators 
What to be 
monitored 
Monitoring Indicators Monitoring Questions 
Results • Coverag e of the project 
• Typ e of training for 
beneficiaries 
• Trainin g delivered to 
management 
• Ho w many villages are 
involved in the project? 
• Wha t kind of training do 
beneficiaries receive? 
• Hav e the training 
provided enhanced the 
Capacity of the EARDP-
CI staff ? 
Effectiveness • Qualit y of services • Ha s the loan issuing 
procedures improved? 
Efficiency • I s the project using 
scarce resources wisely 
• I s the number How many 
training is has been 
conducted. 
Relevance • Doe s the project address 
the needs? 
• Ho w do people benefit 
from the micro loan. 
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5.2.2 Monitorin g results: 
5.2.2.1 Improve d effectiveness and quality of services of EARDP - CI. 
Several trainin g was done t o build th e capacity o f EARDP -  CI staff. Trainin g 
sessions include d Organizationa l Development , Proposa l writing , an d Financial 
Management. This has improved the quality of records kept as well as procedures to 
be followed i n purchasing and all other payments done. 
In- hous e trainin g were conducte d t o the staff o n documentatio n o f records, dat a 
entry in excel sheet, customer car e an d marketing strategies and monitoring skills. 
These training have improved the effectiveness an d quality of service of EARDP-CI. 
There is increasing number of repayments ove r the past six months. 
5.2.2.2 Increase d efficienc y o f credi t officer s i n loa n issuing , and 
monitoring 
After havin g knowledge on record keeping , as well a s loan monitoring, the credi t 
officer ha s been able to have clear indication of how muc h can be disbursed as credit 
in every month, this has enabled smooth conduct in loan issuing. 
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Figure 7: Actual Loan Disbursed Vs Projected July 2005-Nov 2006 
(Source: Own Survey 2006) 
From the table there is a great drop out of loan disbursement in June 2006, the loans 
were provided to few individual clients as the group had not been able to finish all 
the required components for loan approval. 
5.2.2.3 Increase d efficient of management o f EARDP-CI 
Generally the organizatio n efficiency ha s improve d as every one i s aware o f what 
s/he is responsible for. This has been possible after establishment of job descriptions. 
The level of accountability has increased and some confidence growing is among the 
staff. Reporting system was established and quarterly reports are available. 
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5.2.2.4 Improve d participator y monitorin g o f loan s an d micro -
entrepreneurs businesse s 
Figure 8: Expecte d Loans repayments V s Actual Repayments 
(Source: EARDP-CI 2006) 
The abov e grap h presentatio n show s th e difference s i n the actua l repayment s a s 
compared to expected repayments. As it is shown in the graph, from Ja n 2003 - July 
2004 this was the time when new clients were recruited. As such they were required 
to star t wit h smal l loan s an d majorit y o f th e client s wer e optin g fo r doubl e 
repayments t o enable them to finish the firs t loan and access the second or even the 
third which are higher than the previous. When they started obtainin g big loans the 
problem started , a s i t i s show n th e repaymen t leve l wa s lowe r tha n expected . 
Experience shows that there is a big problem in repayments especiall y for the fourth 
loans and above. This is mainly due to the fact that some of the clients do not take 
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loan fo r th e purpos e stated , an d anothe r reaso n i s that the client s are use d t o th e 
system and therefore creat e a tendency of negligence. In most cases there are delays 
in payments thoug h most of the loans get repaid. Strict contract enforcement, whic h 
is supervised by a staff lawyer, has enhanced loan recovery rates. 
Table 22: Individua l loan repayment TREN D 2003-2006 
Y E A R ARREARS F U L L Y PAI D Grand Tota l 
2003 1 55 56 
2004 7 119 126 
2005 19 90 109 
2006 2 2 
Grand Tota l 27 266 293 
Percentage 9.22% 90.78% 
(Source: EARDP-CI 2006) 
The information obtained shows that individual repayment rate is 90.78 % while the 
group repayment stands at 98%. The trend is shown in table 11 and figure 7. 
(Source: EARDP-CI 2005) 
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5.2.3 Summar y Monitoring table 
Table 23: Summar y Monitoring an d evaluation table plan for project progress 
Category What t o monitor / 
indicators 
What record to keep Who collect data Who uses the data How t o us e 
information 
What decisio n 
can be made 
Work plan 
Activities 
- Timin g o f activities , 
availability of personnel 
-Monthly/quarterly 
work plans 
-work schedules 
Project manager , 
credit officer , CED 
student 
Project manager , 
credit officer , 
CED student 
Convincing 
the donor , 
sharing wit h 
partners 
Reschedule 
activities, 
resources 
Costs an d 
expenditures 
Budgeted amount , 
expenses, ove r expenses , 
and cas h available , 
balance per activities. 
Amount loaned , 
amount receive d pe r 
month 
Ledges o f 
expenditures, 
Accountant an d 
credit officer 
Program, 
manager, board , 
donors, auditor 
Ensure fund s 
are availabl e 
to execut e 
activities 
Ensure 
Authorize loans 
Revise th e 
budgets an d 
activities, 
Determine 
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Receipts compliance needs fo r mor e 
Bank transactions 
within 
funding 
regulations 
money. 
Staff an d Knowledge, attitud e an d Performance reviews Programs manager Executive -Motivate Training needs 
supervision skills of staff, 
-education level of staff 
-Job description -
Resumes of staff 
CED student 
Director staff-Resolve 
employment 
problems 
Salary 
increments 
-salaries and benefits 
Job performance 
-Training feedbac k 
and implementatio n 
plans 
-Advice staf f 
on career 
Disciplinary 
actions 
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Service No an d typ e o f Training Monthly loans Credit Office r Programs Ensure Improve quality 
delivery delivered Manager CED availability o f 
Disbursed Increase n o o f 
student services 
Loans training 
Receipts 
-Ensure 
Follow-ups Flexibility i n 
Data entr y books - quality 
timings 
loan ledger services 
Revise 
Follow-ups reports 
objectives 
Revise projec t 
strategy an d 
approach 
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5.3 Evaluatio n 
At th e en d o f the projec t a n evaluatio n was done . Th e objectiv e wa s t o analyz e 
achieved result s o f the interventions , asses s it s impact , dra w lesson s an d identify 
good practice s fo r grassroot s povert y eradication . The project stakeholder s jointl y 
defined term s o f referenc e o f th e evaluatio n an d chos e th e evaluator s amon g 
themselves. 
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Table 24: Evaluatio n log frame 
Objectives Activities Indicators Data source Tools Person responsible Time 
frame 
To improv e the efficiency and Staff, board and Number of EARDP-CI Observation EARDP-CI Dec 200 6 
effectiveness o f the organization management trainings Interviews management 
by De c 2006 trainings conducted 
To trai n 150 entrepreneurs in Entrepreneurship Training Clients 
business management from trainings conducte d report 
Patandi village and Neighbour 
hood Credit Offices 
To provide 100 loans to new Training No of EARDP-CI, Field visits, 
clients and 200 from the on To identify new Entrepreneurs Clients office 
going clients from Patandi by clients trained records 
end of 2006 Training 
To evaluate the reports 
conduct of on going No of C/Officer 
clients New clients Office 
obtained loans records Researcher 
No of ongoing Monthly 
clients reports Credit officer 
obtained loans 
To establish at least two Mobilization and No of visits Monthly 
VICOBA groups b end of 2006 training of new conducted reports 
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vicoba groups No of 
VICOBA 
groups 
established 
No of ppts 
Groups 
records Credit office , 
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5.3.1 Formativ e V s Summative Evaluation 
Formative evaluation is a method of judging the worthiness of project activitie s o n 
day t o da y basis . Thi s kin d o f evaluation is don e throughou t th e projec t life . I t 
focuses on the process and it is used for assessing the project as it progress o find the 
extent o f implementatio n a s wel l a s determinin g improvement s o r adjustment s 
needed fo r th e succes s o f the projec t objectives . Formativ e evaluation is par t of 
implementation and hence done by the project management. 
Summative evaluation is the method o f judging the worthiness of the project a t the 
end o f the project lif e time. It focuses on the output and mainly looking at the extent 
into whic h th e projec t objective s wer e achieved . Thi s ca n b e use d t o determin e 
whether the project components should be revised for the secon d phase, or whether 
the project has to continue or terminated. 
EARDP -  C I evaluation was formative as it was done based on the implementation 
plans. Mos t o f the activitie s are goin g on hence it' s a  matte r o f adjustments an d 
revisiting some objectives. 
5.3.2 Researc h methodology 
Research questio n fo r evaluatio n wa s "I s th e EARD P -  C I efficienc y an d 
effectiveness improved ? The method and tools used aimed at generating information 
that could have answered the question. Direct observation, interview with clients and 
review o f offic e report s wer e amon g th e tool s tha t wer e use d t o measur e th e 
performance of the organization and financial status of the project. 
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5.3.3 Justificatio n of the methodology and tools 
Methodology an d tool s use d i n th e evaluatio n wa s relevan t t o th e project . 
Observation, interviews , grou p discussion , documentar y revie w an d financia l 
analysis were vital tools to for this project. Field visits were also done to see some of 
the businesses and see the reality. 
5.3.4. Performanc e indicator 
Evaluation of EARDP-CI micro lending scheme was done to determine whether the 
implementation o f various activitie s took plac e an d whether th e performance of 
organization has increased. It was in a form o f review to measure the progress and 
determine the existence of procedures an d regulations, skills that helps in improving 
the performance o f micro- lending schemes i n rural areas. Evaluation looked at the 
quality and quantity o f the services rendered , measurin g monthly loans provided, 
type of training provided to clients, the frequency o f monitoring and existence of 
support / donors that are willing to assist in long term. 
• Inpu t indicators: describes wha t goe s int o the project, suc h as number of 
hours of training, no of people trained, amount of money spent, an d number 
of loans disbursed. 
• Outpu t indicators : describ e projec t activitie s suc h a s numbe r o f loca l 
facilitators trained , number of new enterprises available , and number of new 
women, young ladies enrolled. 
• Impac t indicators : measure s th e actual entrepreneur s chang e i n attitude, 
income, living standard etc. 
Due to the nature of this project it was not able to measure the impact indicators. 
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Table 25: Evaluatio n summary : 
Project Goa l Project Objective s Performance Indicato r Expected Outcome 
To contribut e towards 1. To have Institutionally Guiding documents like Human -improved quality of services 
organizational strengthened capacity of resource manual, Accounts -increased efficienc y of credit officer in 
development o f EARDP - EARDP- CI in micro manual, training manuals, et c loan issuing 
Community Initiatives a s lending programs -timely loan disbursement -increased efficienc y of management 
a micro lending -Timely training sessions - improved participatory monitoring of 
organization. businesses of micro entrepreneurs. 
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2. To have increased access -No of people registered to -increased access to credit fund facilit y 
of poor communities of obtain loans -Promoted income generating activities 
Patandi area to micro -no of new IGAs among small scale entrepreneurs. 
lending scheme -Number of loans disbursed -Strengthened entrepreneurshi p 
-No of households accessed with management skills among entrepreneurs 
loans -established networks with other MFIs. 
No of new IGAs initiated, 
No of trainings provided in 
entrepreneurship managemen t 
-No of networks existing. 
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5.3.5 Projec t sustainability 
Sustainability was a major consideration guiding the strategy , approache s an d set-up 
of thi s project . Th e majo r focu s wa s o n sustainabilit y o f micro credi t service s t o 
micro entrepreneur s (youth , wome n an d men ) an d promote d EARD P -  C I as a n 
institution. T o achieve sustainability of needed services , the project puts substantial 
efforts int o individual, community and institutional capacity building. 
The project wa s on the forefron t o n establishing committees t o oversee th e projec t 
interventions. Thes e committees were also supported with relevant capacity building 
services to equip them with necessary skill s to undertake thei r roles. The committees 
are th e ke y responsibl e institution s fo r monitorin g implementatio n o f activities. 
During projec t implementatio n a close collaboration will b e establishe d amon g the 
committees an d relevan t governmen t department s (cooperative , communit y 
development, etc.) . Committe e members remai n linked wit h loca l governmen t an d 
the EARDP -  CI through exchange meetings and contacts. Als o there is an increased 
networking an d collaboratio n betwee n th e governmen t an d othe r actor s i n th e 
intervention areas. 
The emphasi s wa s als o give n o n capacit y strengthenin g o f EARD P -  C I a s a n 
activity o f the project . Specificall y institutiona l development suppor t (trainin g of 
staff and the board) was structurally integrated i n the project. Thi s together with the 
fact that the EARD P -  C I has the project activities central to its mission and furthe r 
95 
strengthened their capacity and basis during project implementation , it is clear that it 
will continue to implement similar activities in broader defined or different locations . 
Operational sustainabilit y wa s realize d b y involvemen t o f th e targe t grou p i n all 
phases of the project cycl e and installing the sense of ownership and that EARDP -
CI wa s onl y facilitating the process . Th e target group wa s advise d an d linke d t o 
other micr o financ e institution s s o tha t the y undertak e appropriat e economi c 
ventures. Specia l focu s i s give n t o gende r balanc e an d collaboratio n with  othe r 
development actors . EARD P -  CI keeps close relationship with other institutions and 
develops new business opportunitie s fo r the target group, in the case of organization 
it i s looking forward to work as business rathe r than a  development organizatio n so 
as to maximize its profit and become full y sustained . 
This will successfully be observed when the loan portfolio will be in the position of 
meeting at least seventy seven percent of its operationa l costs and accrue profit out of 
the capital invested. 
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CHAPTER SIX 
6.0 CONCLUSIO N AND RECOMENDATIONS 
6.1 Conclusion : 
Informal an d small-scal e lendin g arrangements have long existed i n many parts of 
the world , especially i n the rura l areas , an d the y stil l survive . Goo d examples i n 
developing countries are schemes in Ghana, Kenya, Malawi and Nigeria ("merry-go -
rounds", "esusus " etc.) . The y provid e th e rura l populatio n wit h access t o saving s 
within the loca l area and with a certain cushio n against economic fluctuations , an d 
they encourag e a  cooperative an d communit y feeling . Th e group s forme d provid e 
joint collatera l and serv e a s instrument s fo r spreadin g valuabl e informatio n tha t is 
useful fo r economic and social progress. Tanzani a initiatives in micro financing have 
also shown good results. EARD P -  CI is one of the programmes tha t operate in rural 
areas and i t has prove d t o b e a  success in the pas t three years. Havin g shown an 
interest in improving the qualit y of the products provided , there are great chances of 
this institutio n to becom e on e o f the bes t organizations tha t provide micro-financ e 
services in future . 
If wel l promoted, EARD P -  C I will realiz e Tanzanian policy of addressing povert y 
line, and will operate efficiently with minimum support from outside. 
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6.2 Recommendations : 
6.2.1 Portfoli o management 
Under portfoli o managemen t i t i s recommende d tha t th e monthl y managemen t 
reports shoul d be produced . Thes e wil l provid e informatio n indicating loans that 
have staye d ove r si x months ol d and lastl y the curren t loan s wit h payment s no t 
updated. 
6.2.2. Revie w credit monitoring process 
• Th e credit office ha s to schedule visi t to clients who are not up to date, this 
will remind them of their responsibilities in repayments. 
• Schedul e visit s to client s with  bi g loan s ove r 1,000,000 , seem s not t o b e 
serious. The y need clos e supervision to make them activ e and responsible 
with repayments and timing. 
• Grou p leaders shoul d provide monthly updates on progress whe n payments 
are made , an d in case o f groups th e leader s hav e t o mee t a t EARD P -  CI 
offices every month to discuss the progress and if there is any problem to find 
out the appropriate solution 
• Follo w -  up post loans approval, immediately after loa n approval there must 
be follo w u p session s tha t wil l hel p to know exactly if the loa n is used in 
appropriate way and see how the businesses performs 
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6.2.3. Streamlin e loan process 
1. EARB P -  C I shoul d provid e trainin g a t ke y point s o f th e proces s t o 
successful applicants only 
2. Ensur e applicants successfully complete all stages in the process 
3. Revie w criteria for individual loans 
6.2.4 Client s data management 
• Revie w dat a capture d a t eac h loan process stag e to ensur e thei r relevancy, 
consistency and usefulness. 
• Captur e data to measure communit y impact and if there has been any change 
in economic status of the clients? 
6.2.5 Trainin g 
Install a strategy to measure the effectiveness o f training by having:-
• Feedbac k form t o enhance th e organization to understand th e feelings of the 
clients and comments on further development of training sessions. 
• Prepare d training materials, leaflets for different topics / skills 
6.2.6 Financia l management 
Keeping accounts: 
• Th e organization needs to be assured i f the Char t of accounts exists and are 
updated all the time. 
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• I t i s importan t t o hav e financia l manua l a s th e organizatio n grow s an d 
channeling differen t source s o f fundin g from  differen t donor s a s wel l a s 
individuals. 
• Th e organization budgets must be followed o r adjusted a s pre regulations and 
intended purpose. 
• Budge t monitoring - Th e organization is advised of designing a special form 
for budget monitoring. 
3. Interna l control system 
• Procedure s for issuing money and materials should be developed. 
• Interna l control policy for all transactions and movement of items should be 
established. 
6.2.7 Financia l strateg y 
The following are the strategies which EARDP - CI should implement in order to 
increase its finances for its activities: 
• Resourc e mobilization through proposal writing and submission to different 
donors. 
• Reserve s from current donor funding 
• Chargin g fees i.e . application fees, training fees from clients. 
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